











JOURNAL OF AMERICAN INSURANCE 


























ORKMEN’S Compensation Insurance 

has behind it an ideal—service to our 
fellow men. We are not satisfied merely to 
sive only what the law provides—rather, we 
conduct our business according to the spirit 
of the law. Constructive service to the 
employer—humane, sympathetic treatment 


of employees. 


NON-ASSESSABLE DIVIDEND PAYING 


MICHIGAN MUTUAL 
LIABILITY COMPANY 








Resources Dividends 
More Than Q AWOL , More Than 
$4,500,000.00 yom Seentbeat $3,500,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Muskegon Owosso 


Alpena Toledo, Ohio 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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The buildings that never burn 
make fire insurance possible. 
The miu mutuats are justly proud 

of the effectiveness of their fire 
prevention efforts and the lowered net 
cost of protection to policyholders. 


RISE Ae ae 


SERS. 


é 
Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co.. . . . Lansing, Mich. 
} Mill Owners Mutual Fire Insurance Co..... . Des Moines, Iowa 
Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 
: Millers Mutual Fire Insurance Co......... Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co.. . . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. ........ Alton, Il. 
Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 
Millers National Insurance Co................. Chicago, Il. 
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The MILL MUTUALS are 
general fire insurance carriers. 

















MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 23 Chicago, Il. 


ee A service organization maintained by the 
a Mill Mutual. 
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“Be sure you are insured by insur- 


ing in the Lumber Mutuals” 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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BIG BUSINESS buys RIGHT 


TART at the Pacific Coast and come 
east to New England. In every sec- 
tion of the country you will find big in- 


dustrial corporations insured in mutual 
companies. 

Such corporations are the largest 
buyers of the casualty forms of insur- 
ance. The workmen’s compensation risk 
alone of many of these policyholders 
carries a premium payment of many 
thousands of dollars a year. 

This concentration of leading risks in 
mutual companies holds a significance 
for any buyer of casualty insurance — 
the car owner, the home owner, the re- 
tailer, the smaller compensation risk. 
For it is obvious that these large lines of 
casualty insurance are placed only after 
serious thought, careful comparison, 
searching investigation. 

The large corporation insists above 
all else on sound protection—the ability 
of the insurance company to pay when 


a loss occurs. Next, assurance must be 
given of the organization and the will- 
ingness to render the thousand and one 
minor and major forms of service that 
such an account requires. Finally, the 
cost of protection and service must be 
equitable — right. 

Mutual casualty companies hold their 
industrial policyholders year after year, 
proving that they meet the exacting 
requirements of the biggest buyers. 

The Mutual plan of insurance, founded 
by Benjamin Franklin in’ 1752, differs 
from any other form of insurance. A 
mutual company is owned by its policy- 
holders who share in its success through 
annual dividends. There are no stock- 
holders. Since standard premium rates 
are charged, mutual dividends effect a 
considerably lower net cost to the policy- 
holder. 

A thorough knowledge of mutual in- 
surance will be of value to anyone with 


any casualty risk to protect against. An 
interesting booklet will be sent on re- 
quest. Address the National Association 
of Mutual Casualty Companies, 180 
North Michigan Ave., Chicago, Illinois. 


MUTUAL PROTECTION IS AVAILABLE 
FOR THESE CASUALTY RISKS: 


Accident - Automobile (all forms) 
Burglary and Theft - Fidelity 
Liability (all forms) - Plate Glass 


Property Damage . Workmen’s Compensation 


t 7 7 
55,000 Swift & Company Employees 
Mutually Protected 
Swift & Company! A 


vast international 
packing business so 
efficiently operated to 
the minutest de- 
tail that italmost 
passes belief. 
The protection 
of this army of 


workers on workmen’s 
compensation risks was 
an important problem 
to Swift. The answer 
was found in the 
stability, safety 
and economy of 
mutual casualty 
insurance. 








MUTUAL CASUALTY 


An American Institution 


INSURANCE 


These Old Line Legal Reserve Companies are Members of Nationat Association oF Mutual Casuatty Companies and AMERICAN Mutual ALLIANCE 


Allied Mutuals Liability Insurance Co., New York City; 
Casualty Co., Kansas City, Mo.; 


American Mutual Liability Insurance Co., Boston, Mass. ; 
Employers Mutual Casualty Co., Des Moines, Ia. ; 


Builders Mutual Casualty Co., Madison, Wis. ; 
Employers Mutual Liability Insurance Co., Wausau, Wis.; Exchange Mutual Indemnity Insurance 


Central Mutual 


Co., Buffalo, N. Y. ; Hardware Mutual Casualty Co., Stevens Point, Wis.; Interboro Mutual Indemnity Insurance Co., New York City; Jamestown Mutual Insurance Co., Jamestown, N. Y.; 
Liberty Mutual Insurance Co., Boston, Mass.; Lumbermens Mutual Casualty Co., Chicago, Ill.; (American) Lumbermens Mutual Casualty Co., of Illinois, New York City; Merchants 
Mutual Casualty Co., Buffalo, N. Y. Michigan Mutual Liability Co., Detroit, Mich.; Mutual Casualty Insurance Co., New York City; 

Dallas, Texas; U.S. Mutual Liability Insurance Co., Quincy, Mass. ; 


Texas Employers Insurance Association, 
Utica Mutual Insurance Co., Utica, New York 
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Danger Lurks in Unexpected Places and the Safety Engineer Must Be Expert in Judging Where It Will Appear Next. 


State Compensation Funds 


A Critical Survey of the Results of Systems of Insurance for 
Workmen Who Meet With Death or Injury in Industry 


EVENTEEN states have created 
funds to write workmen’s com- 
pensation insurance. Seven of 

these—discussed in a preceding arti- 
cle—possess a monopoly of that busi- 
ness. The other ten funds, to which 
our attention will be herein directed, 
compete with private insurance com- 
panies for the privilege of insuring 
employers within their states. But 
even some of these enjoy a partial 
monopoly since all coverage on public 
employments and contracts on public 
works must be written by the respec- 
tive state funds of Arizona, Califor- 
nia, Colorado, Idaho, Montana and 
Utah. 
DOa> 


Volume of Business 


ERHAPS the most satisfactory 

method of ascertaining the force 
of the demand by employers for state 
underwriting of the compensation 
risk is to compare the extent to which 
employers insure with a state fund 
when permitted an option between it 
and private carriers. Such a com- 
parison for the year 1929 is presented 
in the following table which com- 
prises figures for all competitive fund 


By DAVID McCAHAN states. Acknowledgment is made to 
Assistant Professor of Insurance, the Association of Casualty and 


Wharton School of Finance and Commerce, ~ . > ia 
University of Pennsslvanic. Surety Executiv es for the figures 
shown herein. 


COMPARISON OF PREMIUM INCOME FOR 1929 
COMPETITIVE STATE FUNDS 


and 
PRIVATE COMPANIES 


Percent of 

Net Premiums Written of Total Received 

STATE State Private ss State Private 

Funds Carriers Total Funds Carriers 
PiteO a5 5.6 cacaaa waa $ 1,036,761 $ 579,028 $ 1,615,789 64.2 35.8 
OMI... ivieesscetelore 7,654,802 16,485,952 24,140,754 31.7 68.3 
NS Se ee ee ee 725,124 1,526,746 2,251,870 32.2 67.8 
ar ae eee 445,752 372,462 818,214 54.4 45.6 
jp i 439,887 2,486,766 2,926,653 15.0 85.0 
UTI 3 o'i's ¢-0 0b Seen 708,671 10,113,546 10,822,217 6.5 93.5 
IN a ois iso wiksba ai ae 477,055 301,569 778,624 61.1 38.9 
NUNN OME «civic: ss carctere ae 9,152,160 65,089,211 74,241,371 12.3 87.7 
Pennsyivania <...<.)8:.: 4,072,943 16,815,548 20,888,491 19.5 80.5 

13 RI eee cere wae 756,778 731,802 1,488,580 S10 8=—6 
$25,469,933 $114,502,630 $139,972,563 18.2 81.8 


NOTE: The proportions of the total compensation business written by private 
companies would be increased by the inclusion of figures for reciprocals and self- 
insurers, but these are not available. On the contrary, if the ratios represented propor- 
tions of business written rather than of premiums written, they would be somewhat 
lower since officials of several funds which make their own rates assert that their manual 
charges are substantially less than those of private carriers whereas the Arizona, Colo- 
rado, New York and Utah funds use the same rates as private companies but grant 
differentials of 10%, 15%, 15% and 20% respectively. (The Pennsylvania differential 
of 10% was discontinued on December 31, 1927.) As an indication of the discrepancy 
which results when comparison is made on a “premiums written” rather than a “risk 
assumed” basis, it may be noted that New York’s fund wrote 15.44% (instead of 12.3%) 
of the total business if adjustment be made for the differential. 











Even if no allowance be made for 
that portion of the funds’ premium 
income which arises from the partial 
monopoly aforementioned, the fact 
that private carriers receive in these 
states more than four times as much 
in premiums as all the funds combined 
is conclusive evidence that employers, 
who presumably would profit from 
the lower insurance cost claimed to 
result from state operation, are either 
not convinced that the cost is lower 
or do not regard the service obtain- 
able as equivalent to what they else- 
where secure. By no means do these 
figures lend themselves to any inter- 
pretation that employers would wel- 
come a state monopoly of this insur- 
ance. 

QO 
Administration 


DMINISTRATIVE control of 

the Arizona, California, Colo- 
rado, Maryland, Montana and Utah 
funds is vested in the same body that 
is charged with enforcement of the 
compensation act. That body either 
administers the fund directly, as in 
Arizona and Montana, or appoints a 
manager to look after its affairs. In 
either case, it is acting in the double 
role of “judge” and “competitor,” 
thus exercising the very questionable 
function of investigating and approv- 
ing as “judge” the acts which it has 
performed as “insurer.” 

The fund manager in Idaho is ap- 
pointed by the Governor, in Michi- 
gan by the State Administrative and 
Advisory Boards, and in Pennsyl- 


vania by the State Workmen’s Insur- 
ance Board. He is under civil service 
in New York. These methods of se- 
lection assure a division of authority 
although it is interesting to note that 
the Secretary of Labor and Industry 
in Pennsylvania is chairman of the 
State Workmen’s Insurance Board 
and also an ex-officio member of the 
Workmen’s Compensation Board 
which administers the act. 


Competitive funds in the states of 
California, Colorado, Michigan, New 
York and Pennsylvania are super- 
vised and regulated, to some degree 
at least, by their respective state in- 
surance departments in the same man- 
ner as are private companies. The 
Arizona and Utah,funds are subject 
to examination by the State Auditor 
but there appears to be no valid rea- 
son why they and the other three 
funds should not be required to con- 
form to the same standards and com- 
ply with the same regulations that 
are set for other insurance carriers. 


Employees of the California, New 
York (the two largest) and Colorado 
funds are under civil service. Others 
are political appointees. The turn- 
over among executives and personnel 
has been large for most funds and 
the salary scale, except in New York, 
quite low. Nor does it follow that 
a liberal increase in salaries would 
necessarily mean a more permanent 
staff of competent men, for if the 
remuneration were sufficient to at- 
tract able persons, it is reasonable to 


Vision After the Fact Is a Poor Substitute for Intelligent Anticipation of Special Hazards 
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assume politicians would have a voice 
in the appointments. In the last analy- 
sis, it is difficult to see how a state 
insurance enterprise can avoid these 
rocks of Scylla and Charybdis. Due 
credit must be given to executives 
that have achieved any worthwhile 
results under such handicaps. 


Soo 
Nature of Services 


ERE payment of claims is not 

the only goal of compensation 
insurance. Various other services are 
just as vital. The rendering of these 
increases, however, the administra- 
tive cost of doing business, though 
certain of them—accident prevention 
and rehabilitation—may ultimately 
reduce the loss cost by decreasing the 
frequency, severity and ultimate eco- 
nomic waste of industrial accidents. 
An intelligent analysis of such serv- 
ices is essential to an accurate com- 
parison of expense ratios. 


Prevention of Accidents — The 
funds of Arizona, Idaho, Maryland 
and Montana pay very slight attention 
to safety work, and those of Colo- 
rado, Michigan and Utah provide for 
it only to a limited extent. This short- 
coming is not necessarily attributable 
to fund executives, for as the report 
of one fund states, “the Board be- 
lieves it has been false economy to 
curtail safety first work, but has had 
no choice in the matter. The funds 
with which to carry it on were denied 
by the legislatures.” 
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Only the three largest funds (those 
of California, New York and Penn- 
sylvania) have put forth any real 
effort to carry on a program of in- 
spection and accident prevention ac- 
tivities. Each has a corps of inspec- 
tors to aid policyholders in detecting 
and eliminating hazards and organiz- 
ing plants for safety. 


Prompt and Equitable Payment of 
Benefits—Detailed statistics which 
would show the relative speed of 
various state funds in paying their 
claims are unfortunately not com- 
piled by most of them. From the 
evidence which is available though, 
there is much warrant for the asser- 
tion that the large competitive funds 
are much prompter than the large 
monopolistic funds. On the other 
hand, some of the smaller funds are 
quite slow. In ranking the Idaho 
fund as “less prompt than most of 
the casualty companies,” the Chair- 
man of the Idaho Industrial Accident 
3oard stated in 1929: 


“The reason for this is perhaps due to 
the fact that in Idaho the State insurance 
fund does not have an organization suffi- 
cient to guarantee prompt reports and 
make investigation of claims so that they 
may be disposed of expeditiously. It is 
necessary for the State insurance fund to 
secure practically all of its reports through 
correspondence by mail. The failure of 
the employers—and oftentimes of physi- 
cians—to furnish reports delays the pay- 
ment of compensation to the injured work- 
man.’ 

Only the three largest funds have 
any branch offices or any appreciable 
number of claims investigators. For 
the information upon which they base 
their awards, the others, like the 
Idaho fund, rely largely upon reports 
received from the employer, employee 
and doctor. But without some ad- 
juster or investigator to check up 
personally on the preparation and fil- 
ing of such reports, delay in their 
submission is inevitable. 


No data are on hand to show the 
relative liberality with which com- 
petitive funds pay benefits to injured 
workmen. In those states where ad- 
ministration of the law is divorced 
from that of the fund, there is reason 
to believe disabled employees are as 
well treated by the fund as by private 
insurers. Under a system of dual 
functions, the possibilities for dis- 
crimination against claimants are 
greater. In justice to employees as 
well as for the benefit of the inter- 
ested public, a more careful analysis 
of claim payments, from the stand- 
point of both promptness and equity, 
is highly desirable. 


Provision of Immediate and Suita- 
ble Medical Care—Although com- 
petitive funds furnish medical aid up 
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A Careless Moment May Mean Months of Distress for a Worker and His Assoctates 


to, and in some cases beyond, the 
limits stipulated in the law, there ap- 
pears to be little or no supervision by 
most funds over the quality of the 
service rendered. Moreover, three 
funds (those of Arizona, Idaho and 
Montana) permit employers to make 
hospital contracts for which they are 
allowed a reduction in their premium 
rate. As workmen are obliged to con- 
tribute through wage deductions to 
the cost of this service, there is a pos- 
sibility that large employers may be 
open to the charge that they will be 
tempted to abuse the privilege by 
passing an inequitable share of the 
cost on to employees and at the same 
time furnish care which is not the 
best obtainable. Some fund officials 
frankly assert this has been the situa- 
tion in their states. 


Physical and Vocational Rehabili- 
tation—In order to secure the benefits 
of the Federal Act for Civilian Voca- 
tional Rehabilitation, some states hav- 
ing competitive funds have created 
separate agencies to carry on such ac- 
tivities. In only California and New 





York is anything done by the fund 
along similar lines. 


It ‘seems unnecessary to add that 
a splendid opportunity for construc- 
tive aid to industry’s cripples and to 
society as a whole has been very 
largely neglected by the funds. This 
is particularly unfortunate in view of 
the fact that they, whether monopo- 
listic or competitive, are, because of 
their relation to the state, in a pecu- 
liarly good position to devise prac- 
tical rehabilitation plans and secure 
the benefit of federal financial aid in 
operating them. 


Protection for Employer—In writ- 
ing workmen’s compensation insur- 
ance, private companies ordinarily 
make use of a uniform contract 
known as the “Standard Workmen’s 
Compensation and Employers’ Liabil- 
ity Policy.” As the name implies, this 
promises to protect the employer 
against damage suits which might 
arise from industrial injuries and to 
pay any awards resulting therefrom 
















State Compensation 
Funds 


(Continued from Page 7) 


as well as to assume his obligations 
under the compensation law. State 
fund contracts, with the exception of 
those used by the Colorado and New 
York funds, are not so broad; those 
of Idaho, Maryland, Michigan and 
Utah making no reference whatsoever 
to possible suits for damage (the 
Montana fund does not issue a policy 
but in practice it does not assume this 
liability either), and those of Ari- 
zona, California and Pennsylvania 
promising to defend damage suits but 
being silent as to the payment of any 
resultant award. Upon receipt of an 
extra premium, the Arizona fund will, 
however, endorse the policy to as- 
sume the latter liability. 


—~ @~ 6 
ie a 


Rating 


LI. competitive funds, save that 

of Pennsylvania, utiltize the 
classification system adopted by the 
National Council on Compensation 
Insurance. Furthermore, those of 
California, Colorado, New York and 
Utah use the rates made by bureaus 
affiliated with the National Council, 
though with differentials of 15 per 
cent in Colorado and New York and 
20 per cent in Utah. While following 
National Council rates for the most 
part, the Arizona and Idaho funds 
make their own for certain outstand- 
ing industries, whereas the Maryland, 
Michigan and Montana funds make 
all rates, presumably on the basis of 
their own experience. Pennsylvania’s 
fund, in common with private car- 
riers doing business in that state, fol- 
lows the classifications and rates of 
the Pennsylvania Compensation Rat- 
ing and Inspection Bureau. 


Schedule and experience rating 
systems employed by private carriers 
in California, Colorado, New York, 
Pennsylvania and Utah are the same 
for the funds in those states. The 
Michigan fund applies schedule, but 
not experience, rating to its risks and 
that of Maryland does the reverse. 
No merit rating plan is used by any 
of the other three funds. 

The rates of competitive funds ap- 
pear to have been adequate. Their 
equity may also be presumed in those 
states where all carriers use the same, 
for discrimination would soon be 
detected. So far as those funds mak- 
ing all or part of their own rates are 
concerned, no evidence is available on 
this score. More extensive auditing 
of payrolls seems desirable in most 
states in order to avoid inequities due 
to improper classification and under- 
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statement of payrolls. Viewed in the 
large, however, the rating situation is 
certainly on a much better plane for 
the competitive than for the monopo- 
listic bodies. 

All funds other than those of 
Idaho, Maryland, Montana and Utah 
ordinarily pay dividends to policy- 
holders, the New York fund, how- 
ever, being unable to return any dur- 
ing 1930 because of heavy underwrit- 
ing losses. The amounts vary. When 
dividends, together with differentials, 
are deducted from the private com- 
pany manual rates, the net cost to 
policyholders will range for most 
funds between 70 and 85 per cent of 
the manual. 


Expenses of Administration 


N the average, approximately 15 

per cent of actual earned pre- 
miums were used in 1929 for expenses 
of operation by all competitive funds 
combined. The ratios for a number 
were under 10%, but it is significant 
to note that the three largest funds— 
those of California, New York and 
Pennsylvania—had expense ratios of 
14.0, 17.1 and 17.5 per cent respec- 
tively. Thus, we might justly con- 
clude that those funds which are en- 
deavoring to render satisfactory serv- 
ice find that they can not do so with- 
out it being reflected in operating 
costs. 

Since some of the funds grant rate 
differentials to policyholders, it is 
necessary to base the fund expense 
ratios on earned premiums adjusted 
to stock company level in order for 
them to be comparable with the ratios 
of private carriers. When that is 
done, the average is between 13 and 
14 per cent. If this be adjusted for 
(1) the fact that no funds (except 
those of California atid Utah) pay 
taxes, and for (2) the indirect sub- 
sidies which many funds enjoy in the 
way of free quarters, legal and in- 
vestment advice of other state offi- 
cials, etc., an average expense ratio 
of 16 or 17 per cent would result. 
But it must be remembered that this 
is an average, including in its con- 
struction the low ratios of some funds 
rendering little or inferior service. 
Accordingly, the assertion is justified 
that, taking all factors into considera- 
tion, even the best managed state 
funds show no advantage over well- 
managed mutuals as respects economy 
of administration. 

oa 


Financial Stability 


HE officials of all competitive 
funds maintain that the loss re- 
serves which they hold are adequate. 
In most states they have also built 





up fairly substantial catastrophe re- 
serves. Moreover, the Arizona, Colo- 
rado, Maryland, Pennsylvania and 
Utah funds further protect them- 
selves against the possibility of stag- 
gering losses by reinsuring the excess 
risk. Of the others, there seems to 
be no good reason why the smaller 
funds, at least, would not be bene- 
fitted by the same practice. 


Although two competitive funds, in 
the course of their existence, have 
barely escaped insolvency, the finan- 
cial record for the group has been 
immeasurably better than for mo- 
nopolistic funds. All funds for which 
data were available showed good- 
sized surpluses at the close of 1929. 

QO> 
Monopoly vs. Competition 


© facilitate comparisons by the 

reader between monopolistic and 
competitive fund operations, the top- 
ical outline followed in the preceding 
article of this series has been utilized 
again herein. Only the high points 
could, of course, be touched but they 
are indicative of the true situation 
and lead unerringly to the conclusion 
that on the whole, monopolistic funds 
are slower in responding to changes 
in economic needs, less subject to su- 
pervision and regulation by state in- 
surance departments, less advanced 
in their ideals and services, less sci- 
entific in their rating methods, more 
subject to political influences, and 
more unstable from a financial stand- 
point than are competitive funds. It 
is true monopolistic funds have a 
lower average expense ratio but this 
can hardly be regarded as a virtue in 
light of the vital services they fail 
to render. 

Although competitive funds have 
amply demonstrated their superiority 
over those which are monopolistic in 
form, there is no evidence that they 
have outclassed sound and ably con- 
ducted private carriers. On the con- 
trary, there are many indications that 
private companies, being free from 
the hampering influences of public 
control, are rendering service of a 
higher quality and that their activi- 
ties have been responsible for stimu- 
lating the funds to greater endeavors. 
On the basis of the experience in this 
country with some seventeen funds, 
even the most ardent supporter of 
state operated enterprise could logi- 
cally and justifiably ask for no more 
than the continuation of compensa- 
tion funds on a plane of equal com- 
petition with private carriers. 


The Thirst for Vengeance — “Willie, 
what is your greatest ambition 
“To wash mother’s ears.” 

—Successful Farming. 
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Science Teaches How to Put Out Fires as Well as How to Combat Human Disease 


Science as a National Reserve 


Consideration of the Large Place Which Scholarly Research Has Held 
and Will Continue to Hold In the Industrial World 


dustries involve, even if they are 

not the immediate outgrowth of, 
the application of discoveries and prin- 
ciples that were at one time brought to 
light by the physicist or the chemist 
working in his laboratory, and this sit- 
uation is increasing. Further, I make 
bold to assert that the physicist knows 
much better than does the banker or 
the President of an insurance com- 
pany the general direction which our 
scientific progress must take and 
therefore the direction along which 
the industries which depend upon sci- 
ence must move. 


DP cccies iuxeive, all modern in- 


Business men in general make two 
sorts of mistakes about science and 
scientists. The one mistake is badly 
to over-rate us, to hold it as a faith 
that science has no limitations, that 
a discovery may appear at any mo- 
ment that will upset or even destroy 
any great industry of what sort so- 
ever. It is a terrible mistake thus to 
look upon us scientists simply as 
wizards, and therefore to expect of 
us the impossible. The other equally 
bad mistake is to under-rate our abil- 
ity to predict the general limits within 
which progress must be confined, and 
this is often a very vital matter for 
long-range investors to know. For 
example, a copper wire is an ideal 
device for the transmission with a 
minimum of waste of electrical 
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power, and it would not be advisable 
for you to withdraw your invest- 
ments in public utilities because of 
fear that wireless transmission of 
power will presently, or at any time 
for that matter, put the wires out of 
business. 
DOa 


NOTHER more far-reaching il- 

lustration. It is not at all likely 
that there is any appreciable source 
of energy available to man on earth 
except the energy that comes to us 
from the sun. Whether we burn coal 
or oil or use hydro-electric power, it 
is all obviously imprisoned sunlight. 
When radioactivity was discovered 
thirty-five years ago and it was found 
that one gram of uranium releases in 
disintegrating more than a_ million 
times as much energy as is released 
in the burning of a gram of coal, we 
began to have dreams of the possibil- 
ity of some day using subatomic en- 
ergy instead of the energy of com- 
bustion to run our power machines. 
But with the better understanding of 
nature’s processes that has come 
through the intensive pursuit of mod- 





ern physics, that dream has prac- 
tically disappeared. We shall utilize 
subatomic energy, to be sure. We are 
doing it now. That is, in fact, so we 
think, how the sun itself is now main- 
taining his temperature in spite of 
the stupendous rate at which he is 
pouring out heat into space. No en- 
ergies of chemical combination would 
be adequate to supply a minute frac- 
tion of the evolution of heat which 
he exhibits. But the order of nature 
appears to be that that mode of re- 
lease of energy takes place only under 
very extreme conditions of tempera- 
ture and pressure—conditions such as 
do not exist on the earth’s surface 
and cannot be produced here on a 
significant scale. In a word, then, 
subatomic energy does indeed come 
to us by way of the sun and is pre- 
served for us here in the form of 
coal and oil and mountain lakes. 





There is but one possible continu- 
ous source of energy other than the 
sun, the utilization of which does not 
involve a violation of physical prin- 
ciples which have been so thoroughly 
established that no physicist doubts 
them for a moment. It is this: If it 
were possible that the hydrogen con- 
tained in the water of the sea could, 
by any process whatever, be made to 
combine on the earth’s surface into 
helium, oxygen, carbon, nitrogen, sili- 
con, etc., energy would be released in 
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enormous quantities by these acts 
and no violation of the principle of 
the conservation of energy or of any 
established thermo-dynamic laws 
would be involved in this process. 
The evidence afforded by the cosmic 
rays, however, indicates that while 
such combination of hydrogen into 
helium and other elements is proba- 
bly taking place in interstellar space, 
it does not, and probably cannot, take 
place under such conditions as exist 
on the earth’s surface. 

If, then, we must look to the sun 
for all the energy available to us on 
the earth, what has become of my 
subject, “Science—The Nation’s In- 
exhaustible Reserve’? for the solar 
energy stored up in coal and oil and 
water is certainly not inexhaustible. 
A few years ago we thought the oil 
would be gone in another forty years, 
and, though we gave the coal five hun- 
dred or more to last, we could never- 
theless see the end. These estimates 
are now changed a little for the oil, but 
not in such a way as to alter the ob- 
vious fact that all our stored-up solar 
reserves are exhaustible, and in a time 
that is short, compared with recorded 
human history, they will be gone. 


We humans, and especially we 
Americans, have formed the habit of 
assuming that somehow God, who 
proverbially looks after fools and the 
Irish, will somehow keep us in the 
saddle, no matter how obviously we 
are riding for a fall. When lowa land 
is selling at $400 an acre we blindly 
act as though it were there to stay, 
despite the fact that equally good ag- 
ricultural land in Europe is selling at 

200 and the crops obtainable do not 
justify a higher price. Or again, we 
—and by “we” I mean some of our 
best financial minds—too, see bank 
stocks rise to three and four times 
their yield-value, and then actually 
begin to think that somehow the law 
of financial gravitation has been sus- 
pended for the future and that what 
goes up may not have to come down. 


<< — 
> > > 


ET us then face, not our dreams, 

but the facts, and ask ourselves, 
in view of established facts and laws, 
“What kind of an inexhaustible re- 
serve does science constitute for the 
future of the country?” From a prac- 
tical point of view the question can 
be put in very simple terms, you will 
say in grossly material terms, too, for 
so long as we must die if we do not 
keep feeding our stomachs, it is ob- 
vious that things of the soul, the in- 
tellect and the spirit rest upon certain 
material foundations, as a sine qua 
non, for their existence. Now, the 
great generalization which the world 
owes to nineteenth century physics is 
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that all the possible activities of the 
physical world, indeed all physical 
changes of all sorts, are expressible 
in terms of available energy, and that 
available energy is zero unless the 
situation permits somehow of the de- 
velopment of a difference in tempera- 
ture. To this nineteenth-century gen- 
eralization twentieth-century physics 
has added presumptive evidence that 
there is no other appreciable source 
of available energy for man except 
the sun. 


Now, for the past century man has 
been using the sunshine bottled in coal 
and oil in bygone ages, and this re- 
serve will do for us and our children, 
but what then? The answer is here, 
and it is not a hopeless one. It is this: 
There is enough energy sent to us 
each day by the sun for all our needs, 
those present now and those reasona- 
bly in prospect, and without calling 
upon stored-up supplies of any kind. 
Two modern counties in our latitude 
receive from the sun in a day as much 
heat as is produced by all the coal 
burned in twenty-four hours through- 
out the world. Further, we know 
enough already to be able to outline 
the main methods by which to go to 
work to utilize this inflow of sun- 
shine. It cannot be done without 
work, or without brains. That alone 
makes it worth doing. But it is only 
an economic reason that prevents us 
from utilizing sunshine directly now. 
We are not likely to utilize it appre- 
ciably so long as coal and oil and 
gas are as abundant and as accessible 
as they now are. 

What is, then, the great task of sci- 
ence now, and in the future? An- 
swer: So long as we remain on this 
purely materialistic plane on which I 
have purposely placed us, the great 
task of science is to satisfy as many 
legitimate human wants’ as_ possible 
with one foot-pound of energy, i. e., 
to extract the maximum of satisfac- 
tion to the race out of our present 
reserves of energy so long as they last, 
and, when these reserves are gone, to 
be in position to make the transition 
to the use of direct instead of stored 
sunlight with the minimum of effort 
and of human maladjustment. 


But let me be still more specific, for 
[ may yet interest your investment 
departments. If there are no other 
available sources of energy beyond 
the sun, past and present, and if liq- 
uid and gaseous fuel is very much 
cleaner and more sanitary and more 
convenient than is coal, when domes- 
tic uses are under discussion, and if, 
again, the internal combustion engine 
is at least one and a half times as 
efficient as a steam engine, and if, 
finally, we already know how to 


transform some liquid and solid fuel 
into gaseous fuels and shall doubtless 
go much farther in this direction, then 
it takes no necromancer to foretell 
that the era of gaseous and of light 
liquid fuels is already here and is 
here to stay. 

If a man from Mars were to de- 
scend to this planet and to visit any 
city of, say, our Middle West, and 
were then to come to California 
where, not because we have superior 
intelligence, but merely because we 
have no coal, and where, in conse- 
quence of the use of gas for domestic 
purposes, wall paper needs to be 
changed not one-tenth as frequently 
as in Columbus, Ohio, he would say, 
“What consummate fools those hu- 
mans are to continue to ruin their 
beauty, their cleanliness, and their 
health by heating their houses with 
coal, especially soft coal, when they 
might transform that coal into gas or 
electricity, transport it through pipes 
or wires, press a button to turn it on, 
have perfect smokeless combustion, 
and keep their atmosphere pure, their 
shirts clean—and their laundries out 
of a job, while at the same time their 
coal-roads went into bankruptcy.” 

In that last phrase I have touched 
the second big scientific problem that 
I wish to say something about today. 
Through the studies of the scientist 
and the consequent growth of our 
knowledge as to how this universe is 
made and managed, and the applica- 
tion of that knowledge to the satis- 
faction of human wants, we have 
within the past century enormously 
increased, and can still further almost 
indefinitely increase, the total amount 
of human satisfactions that the race 
can obtain with a given expenditure 
of effort, and in those satisfactions 
I, of course, include the elimination 
of suffering and of untold misery 
that medical knowledge has now made 
unnecessary. 

DsO> 


UT what has science to say about 

the unemployment problem? 
That is certainly a problem not as yet 
solved and one which, just at this 
moment, stalks like a spectre over the 
whole earth. It looks to the man on 
the streets as though science might 
justly be charged with having made 
it worse, for he certainly sees whole 
groups thrown out of employment by 
new scientific appliances. He is prone, 
however, to overlook the new wants 
created and the new jobs furnished by 
these same scientific advances. The 
mere fact that all European countries 
now support four times the popula- 
tion that they had, or could in any 
way have supported in 1800, is proof 
enough that in the long run science 
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creates many times more jobs than it 
destroys. Unemployment is a neces- 
sary accompaniment of any rapid 
change in human conditions which 
throws the race out of beaten paths 
and compels it to find new ones. Sci- 
ence has been responsible for changes, 
it is true, many of them, but usually 
they have been gradual rather than 
catastrophic ones, and the new wants 
that she has created have in general 
quickly increased the total demand 
for workers. The stupendous catas- 
trophic change that recently threw 
this world out of joint was the great 
war—not a scientific advance, but a 
reversion of pre-scientific days. That 
is why we now have in this country 
three times as much capacity as we 
can profitably use for making shoes, 
for mining coal, for growing cotton, 
for making textiles, and for doing 
many other things. It was inevitable 
that such unprecedented destruction 
and waste due to building for the sake 
of destruction be followed by a period 
of difficult reconstruction and of hard 
times for the world. That such hard 
times have not come sooner in Ameri- 
ca is probably due to the new wants 
created among our people primarily 
by three things, namely, by the radio, 
by the movie, and by the automobile 
—the first two representing indus- 
tries which rest upon recent purely 
scientific advances and the last one 
quite extensively so. In the long run 
I expect science, or, better, the method 
of science, to go a long way toward 
solving the unemployment problem, 
but I admit at least the magnitude of 
the problem, that it is as yet unsolved 
and that it cannot wait long for a 
solution if our form of society is to 
survive. 


3ut we must rise above the purely 
material plane to see why science is 
in fact an inexhaustible reserve. I 
have just spoken of the method and 
the spirit of science, and it is here 
that she has brought about the most 
extraordinary revolution ever known 
in history, and it is here that her great 
work for the future of this country 
lies. Your own enormous insurance 
business, the finest stimulant which 
the world possesses to the two virtues 
that the race most needs, viz., fore- 
sight and thrift, owes its very exist- 
ence to the growth of modern science. 
That isn’t a guess or an inference. It 
is a fact, the lineage of which I can 
trace. The notion which first through 
the work of Galileo and Newton in 
the seventeenth and eighteenth cen- 
turies began to be widely spread that 
this universe is not controlled by ca- 
price and whim, as had been tacitly 
and often explicity assumed through 
all ancient and all mediaeval times, 
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but is instead something that is de- 
pendable, that is to be counted upon, 
something that is ruled by uniformi- 
ties to which we give the name of 
laws, this new conception of the na- 
ture of the universe, or, if you wish, 
of God, the integrating factor in the 
universe, is the gift to the world of 
modern science, and it is now revolu- 
tionizing the whole mode of thinking 
and of acting of the race. It is simply 
this that has made the development 
of modern industry possible. No such 
business as yours, for example, ever 
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hope that the facts themselves when 
found would fall together into a per- 
fectly-fitting group of relations which 
would constitute the only possible, 
though the partial solution, to the 
problem at hand. This objective, 
empirical, scientific method is the 
great contribution of science to prog- 
ress, and it is the inexhaustible na- 
tional reserve that science has yet to 
offer. This method in the hands of 
Galileo and Newton began to revo- 
lutionize human thinking in the six- 
teenth and seventeenth centuries. In 





Much of the Art of 

Fighting Fires to a 

Definite Formula of 
Procedure 





pate 





existed before the advent of modern 
science. Nor do I think it could have 
existed before science had made a 
beginning—even now she has only 
just made a beginning—of banishing 
superstition, preconception, and prej- 
udice, and their attendant philosophy 
of fatalism from the entrenched posi- 
tions they have always held as the 
dominant, the guiding forces in the 
determination of human conduct. 
The method of science, adumbrated, 
it is true, in ancient times, but first 
beginning to become conspicuous 
about 1600 A. D., a method the start- 
ing point of which was to admit no 
intuitions, no prejudices, no asser- 
tions, no hoary traditions, no authori- 
tative dogmas, to make no pretense 
to ultimate knowledge but merely to 
wipe the slate clean and to begin with 
an open mind carefully to observe in 
order to try to get answers to very 
particular concrete questions in the 








the next century it had passed on to 
Paris, where the master minds of La 
Place and la Grange elaborated the 
consequences of the Galilean and 
Newtonian discéveries. I quote from 
“Whetham’s History of Science”: 
“The theory of probability founded 
by Pascal and Fermat in the seven- 
teenth century was developed into a 
system by La Place and applied not 
only to estimate the errors of physical 
measurement but also to rationalize 
such human affairs as insurance and 
the statistics of the problems of gov- 
ernment and administration where 
large numbers are involved.” So that 
is how the insurance business became 
a possibility, and hence how you came 
to be here. 


pose of looking back to origins, 
rather for the sake of straining our 
eyes toward the future to see what it 
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holds in store for us, and it certainly 
holds manifold problems, _ baffling 
problems to which we do not now see 
the solution — the unemployment 
problem, and the way to prevent its 
recurrence, the administration of jus- 
tice, the most serious problem this 
country now faces—all these are 
capable of solution, not all at once, 
but gradually, if only the scientific 
method can be brought to bear upon 
them, and it will be brought to bear 
if only the spirit of science can be 
kept very much alive and active 
throughout our land. How can it be 
kept alive? The following passage, 
again from Whetham’s “History of 
Science,” is suggestive : 





“The Romans seem to have cared 
for science only as a means of ac- 
complishing practical work in medi- 
cine, agriculture, or engineering. 
They used the stream of knowledge 
without replenishing its source—the 
fount of learning loved for its own 
sake—and in a few generations the 
source, and with it the stream, ran 
dry.” 








It was with that pathetic, historic 
fact in mind that a scientific enter- 
prise, not unlike your own insurance 
enterprise here in being one of na- 
tional scope, was recently undertaken 
by a group of the most far-seeing 
men this country possesses, headed by 
Mr. Hoover before he assumed his 
present high office, an enterprise de- 
signed to keep research in the field 
of pure science vigorous and strong 
throughout the coming years in our 
country, and it is to say just a word 
about this that I am really here today. 
The enterprise has consisted in start- 
ing under the responsibility of a group 
of eminent trustees who were elected 
by the most distinguished _ scientific 
body in the country, the National 
Academy of Sciences, a movement 
for continuously stimulating and sup- 
porting the growth of pure science in 
the United States, the idea being that 
since this age of ours owes its very 
existence to the applications of sci- 
ence, and since there can be no appli- 
cations of science in a country which 
has no science, our only possible re- 
course is to keep science strong and 
active throughout the length and 
breadth of the land. And how is it 
proposed to do this? By precisely the 
method by which you keep insurance 
thriving, namely, by getting together 
the best minds of the country, looking 
over the national situation, the na- 
tional needs, and suggesting the na- 
tional remedies. It is precisely the 
method by which all our progress 
must be made, namely, by bringing 
together groups of competent and in- 
formed men in all our major fields of 
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activity and letting them sit down 
with the map of the country before 
them, and suggest the step necessary 
to develop the country symmetrically, 
each field in its proper relations to all 
the others. This is being done now in 
ever-increasing degree. Witness, this 
Association, the American Petroleum 
Institute, the American Railways As- 
sociation, the combination of the pub- 
lic utilities into the National Electric 
Light Association, of the manufac- 
turers of electrical apparatus into 
the National Electric Manufacturers 
Association, the American Steel In- 
stitute, etc., etc., and finally the or- 
ganization of the National Research 
Fund, the main purpose of which is 
to get the industries of this country, 
which have been brought into being, 
and are now supported, by science, in 
their turn to lend their support to 
the development of science in the 
country. Without going further into 
details here I bespeak your interest 
in this movement as you in coming 
years will hear it discussed, a move- 
ment which in fact has within it the 
power to make science our great and 
inexhaustible national reserve, but 
without which, or its equivalent in 
some form, our future historian will 
some day be applying to this nation 
precisely the words which the his- 
torian of today applies to Rome or 
to Carthage. 
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New Map Shows Alaska 
as a World Center 


TUDY of the proposed Pacific 

Yukon Highway Route, by Er- 
nest Walker Sawyer and other mem- 
bers of a commission appointed for 
that purpose has discclosed some in- 
teresting if not amazing facts con- 
cerning Alaska as a geographical cen- 
ter of Europe, Asia and Africa. 

If this statement seems fantastic, 
one has only to look at the new great 
circle projection of the Northern 
Hemisphere, as prepared by Mr. 
Sawyer and his associates to convince 
himself that there is something in it. 

Fairbanks, Alaska, is taken as a 
basis of comparison, and measure- 
ments show that Tokyo, London, and 
New York are about the same dis- 
tance from that city. This is also 
true in respect to distances to Can- 
ton, Rome and St. Thomas. 

Qos 


ITH the possibility of the de- 
velopment of air travel and bet- 
ter understanding of the northern sea 
routes, the future of Alaska as a cen- 
ter dominating the Pacific becomes 
very bright. For example, now a 


ship bound for Manila traverses 7700 
miles, but if the route were laid via 
Seward more than 400 miles could be 
cut from the journey. 


In commenting on the map, Mr. 
Sawyer says: 

“A table is attached showing a few 
exact distances as calculated by ex- 
perts of the General Land Office. 
Several hundred control points were 
accurately calculated to produce this 
map. 


“One very important thing is that 
this map shows the north half of the 
world exactly as it looks to a citizen 
of Fairbanks. Geography should be 
studied from the position of the ob- 
server, not from a distorted view- 
point as is given by Mercator’s pro- 
jection, which ordinarily creates in a 
child’s imagination an utterly prepos- 
terous idea that the world is like a 
cylinder. Every child should be 
taught geography from a globe and 
he should be able to visualize what the 
world is like when viewed from 
Washington, Chicago, or Fairbanks. 
This map has been shown to hundreds 
of scientists and educators and uni- 
versally they express surprise that 
London is north 22 degrees east of 
Fairbanks and only 4,220 miles from 
Fairbanks, 

ooo 


IRPLANES, ships, radio, and 
also the air and water currents, 
disease, and animal and bird migra- 
tions are along lines laid down as the 
base of this map. 


“The primary purpose of the map 
is to draw attention to Alaska and its 
tremendous strategic position and 
value. Please note that Nome is west 
of Honolulu and Alaska covers a to- 
tal of 57 degrees of longitude as com- 
pared to continental United States, 
which has only 42 degrees from Se- 
attle, Wash., to Jacksonville, Fla. 


“A table of distances in miles from 
lairbanks on great circle lines to sev- 
eral important cities follows: 


London, England ............ 4,220 
Fatis, France. .....<.+ «0-00 60 OO 
Berlin, Germany ............ 4,270 
Petrograd, Russi ..... 2.625 3,820 
ees couvapeee 
New York, U.S. A. .........3,260 
Washington, D. C., U. S. A... .3,270 
Los Angeles, U.S. A. ........ 2,460 
Honolulu, U. S. A. ..........3,040 
What Ee ic evden orca PS ss), 


“The map known as Alaska No. 7 
is 22 inches by 28 inches on plain 
white paper and can be obtained free 
of charge by writing Chief Clerk, De- 
partment of the Interior. 
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If It Isn’t Lightning or Hail That Troubles the Farmer It’s a Flood Which Comes Along to Sweep Away Profits 


What’s Ahead for Farm Mutuals 


Bringing Up the Question Whether Large or Small Companies are Best 
Suited to Insurance Needs of Rural Communities 


ARADOXICAL as it seems 

about the only constant thing in 

human affairs is change or trans- 
formation. Rural institutions are no 
exception to this rule notwithstanding 
the proverbial conservatism of the 
farmers. 


One of the oldest, most wide- 
spread, and most generally successful 
of rural business institutions in 
America has hitherto been the local 
farmers’ mutual fire insurance com- 
pany. That this institution is ex- 
periencing some rapid evolution is 
evidenced here and there not only in 
sentiment but in action. 


No open-eyed observer can have 
failed to note the recent trend toward 
absorption of local farmers’ mutuals 
by larger independent mutuals, or the 
entrance into the agricultural insur- 
ance field of state-wide or inter-state 
companies representing general pur- 
pose farmers’ organizations. New 
absorptions of local mutuals have very 
recently occurred in Indiana, Ken- 
tucky and Nebraska. The branching 
out into the agricultural insurance 
field by general farm organizations 
has hitherto been limited largely to 
farm automobile insurance, which 
sub-field was only partially and in- 
adequately occupied by the local fire 
mutuals. The sub-field of farm fire 
insurance has, however, also been 
entered by these organization com- 


By V. N. VALGREN 
Senior Agricultural Economist 
U. S. Department of Agriculture 
Washington, D. C 

panies in certain instances notably in 
Illinois, Oklahoma, Vermont and 
New Hampshire. The sub-field of 
hail insurance, too, has been entered 
in Illinois. 


It is not intended here to criticise 
either of these two developments. 
Most of the recent absorptions of lo- 
cal mutuals have taken place in order 
to save the latter from financial em- 
barrassment, and the general-farm- 
organization companies have in the 
main hitherto filled in gaps in needed 
insurance facilities for farmers. 


CV SO 
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HE question is how far will these 

new developments go, and how 
will their continuance affect the agri- 
cultural insurance situation? In other 
words, will the local farmers’ mutuals 
find a way of checking this tendency 
that threatens their continued exist- 
ence or will they generally give way 
to larger mutuals either in the form 
of independent companies, or in that 
of subsidiaries of broader-purpose 
farmers’ organizations such as the 
Farm Bureau, the Grange, or the 
larmers’ Union, and which of these 
outcomes is preferable from the point 
of view of the farmers? This ques- 
tion is in fact a compound one and 





can perhaps best be treated by divid- 
ing it into two parts. The first part 
involves the relative merits of local 
mutuals as against state-wide or in- 
ter-state mutuals. The second part 
involves the relative merits of larger 
independent companies as against 
companies operating as subsidiaries 
of general farmers’ organizations. 


That the local mutual in so far as 
fire insurance is concerned, has, on 
the Whole, served the farmers very 
well, can scarcely be denied by any 
impartial observer. Serious mistakes 
have been made here and there and 
occasional cases of mismanagement 
and even of willful dishonesty in 
management have occurred. But con- 
sidering the large number of local 
farmers’ mutuals such cases have 
been surprisingly few and the farmer 
members have as a rule had good fire 
insurance at very moderate cost. 


One of the most frequent mistakes 
of the local mutual has been that of 
attempting to carry windstorm insur- 
ance as well as fire in the local com- 
pany. Too large net retentions on in- 
dividual risks have been another im- 
portant cause of embarrassment to 
smaller mutuals. The occasion and 
excuse for these two mistakes has, 
however, been removed in many 
states by the promotion of state-wide 
windstorm mutuals with which the 
local fire mutuals may cooperate, and 
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by the provision of reinsurance facili- 
ties either by means of separate re- 
insurance mutuals, or by arrange- 
ments for re-insurance or concurrent 
insurance with other direct writing 
mutuals. 


In general, the lowest average cost 
in farmers’ mutual fire insurance has 
prevailed in those states where the 
insurance is carried in numerous local 
mutuals rather than in the states 
served by fewer and larger mutuals. 
At the most, one or two possible ex- 
ceptions to this rule may be found. 
The correlation between lowness of 
insurance cost and limitation of busi- 
ness territory does not carry through, 
however, to the very smallest group 
of companies. Such information as 
is available indicates that the lowest 
cost has in the past been found in the 
companies operating in from 6 to 10 
townships and not in those operating 
in from 1 to 5 townships. Other con- 
siderations such as reasonable uni- 
formity in annual cost and the ability 
to employ at least a secretary who 
becomes reasonably proficient in the 
conduct of the company’s affairs, sug- 
gests a business territory of at least 
an average county. With the rural 
telephone, the automobile, and the 
improved country roads of today, it 
may reasonably be assumed that a 
larger territory than formerly can be 
readily served directly from a home 
office. The consolidation of the very 
small and extremely local farmers’ 
mutuals into companies of more prac- 
tical size might obviously be accom- 
plished with little if any sacrifice of 
the advantages generally ascribed to 
the local organization. 
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MONG the advantages that have 

been claimed and quite satisfac- 
torily demonstrated in favor of the 
local mutual may be listed the follow- 
ing: directness of control by the real 
owners of the company; conscious- 
ness of ownership and responsibility ; 
pride in and loyalty to the company 
as a local institution ; membership as- 
sistance and support of the manage- 
ment in resisting unjust claims and in 
avoiding or eliminating the moral 
hazard that tends to creep into all 
forms of insurance ; new business ob- 
tained in part at least through mem- 
bership endorsement or recommenda- 
tion rather than by more strenuous 
and expensive solicitation; the good 
will of legislative bodies and admin- 
istrative officials who have generally 
looked upon the local mutual as an 
unselfish means of cooperation for 
community welfare. 


Each of the above mentioned ad- 
vantages tends to be sacrificed to 
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some extent by the substitution of 
the state-wide or inter-state company 
for the local mutual. This tendency 
has in some cases been offset to a 
greater or less extent by special de- 
vices among which may be mentioned 
a monthly or quarterly company pub- 
lication which keeps the problems and 
affairs of the company before the 
members. Such a device in the hands 
of efficient officers may be of decided 
value. It tends to keep alive member- 
ship interest and pride in the company, 
and enlists support of the manage- 
ment and assistance in the acquisition 
of new business. It does not, how- 
ever, increase or broaden the control 
of the organization by the real 
owners. Should the management of 
a larger company prove selfish or in- 
efficient the average farmer member is 
practically helpless in the matter of 
bringing about a reform. Cases of 
this kind in the instance of a state- 
wide or inter-state mutual naturally 
affect a much larger constituency 
than is affected by mismanagement 
of a local mutual, and in the latter 
instance the individual farmer or a 
smaller group of public spirited far- 
mers can more easily bring about a 
needed reform. The conclusion can 
scarcely be avoided that, considered 
as a cooperative enterprise, directness 
of control by the real owners of the 
company, is a decided advantage in 
favor of the local mutual, and that 
this advantage is largely sacrificed in 
the case of the state-wide or inter- 
state company as now generally or- 
ganized and managed. 


In favor of the larger organization 
must be conceded the ability to obtain 
and to hold better trained and more 
experienced management. When such 
management continues efficient, un- 
selfish and reasonable in its demands 
for compensation and power, the re- 
moteness of control by the real 
owners of the company has little 
practical significance. But occasion- 
ally the management of a larger mu- 
tual increasingly assumes personal 
ownership of the company, notwith- 
standing the mutual or cooperative 
nature of the enterprise from a legal 
as well as from a theoretical point of 
view. The danger of such a develop- 
ment is perhaps greater in the case of 
a farmers’ organization than in that 
of an organization representing busi- 
ness groups, by reason of the limited 
business experience, resources, and 
ready contacts with fellow-members, 
on the part of the average farmer. 
In other words, the large farmers’ 
mutual, as hitherto conducted, is in 
most cases at least an organization 
operated and managed for the far- 
mers, rather than by the farmers. 


URNING to the second part of 

the question before us, namely 
that of the larger independent mutual 
versus that of the mutual operating 
as a subsidiary of a general farm or- 
ganization, the issue between the two 
is even more difficult to set forth con- 
cretely than in the case of the local 
mutual versus the larger mutual. This 
is true because there is less experi- 
ence that can be drawn upon. 


A larger independent farmers’ mu- 
tual will naturally have to rely very 
largely upon its own efforts, backed 
of course by its record and achieve- 
ment, in competing for a share of the 
insurance business. A company rep- 
resenting a general farmers’ organi- 
zation may rely to some extent on the 
preferences or the loyalty arising 
from membership in the general or- 
ganization. This should at least to 
some extent lessen sales resistance 
and possibly reduce the necessary cost 
of business acquisition. There may 
be a temptation, however, to use in- 
directly at least some of the funds 
derived from the insurance business 
for other organization purposes or 
for the enhancement of the power and 
the emoluments of the general-or- 
ganization managers, and thus, in 
effect, place a tax upon insurance 
protection. A tempting precedent for 
such action is found in the practice 
of the states of raising funds from 
insurance companies for general pur- 
poses under the guise at least origi- 
nally relied upon of charging these 
companies for the cost of supervision. 


In this connection should be con- 
sidered not only the probable cost to 
the farmer of insurance protection 
from the two classes of larger mu- 
tuals here considered, but also the 
ultimate effect upon the farmers’ 
general organizations. Will the 
branching out of these organizations 
into the insurance business tend to 
increase and enhance their basic use- 
fulness to the farmer, or will these 
business functions in the long run 
detract from the effectiveness in rep- 
resenting the farmers’ interests politi- 
cally and socially? Only a wider and 
longer experience than we now have 
is likely to make possible any con- 
clusive answer to this question. 


Soc 


T is the purpose of this article to 

present a problem for considera- 
tion of those interested in agricultural 
insurance rather than to hand out any 
ready made conclusion. The main 
point that it is desired here to make 
is that the present tendency toward 
consolidation and big business units, 
is becoming increasingly evident in 
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the field of agricultural insurance. If 
this change or transformation is to 
continue until the relatively local 
mutuals, controlled as well as legally 
owned by the farmers themselves, 
have been generally superseded either 
vy state-wide or inter-state independ- 
ent mutuals, or by companies of 
similar territorial extent operating as 
subsidiaries of general-purpose or- 
ganizations, it should logically be the 
result of a matured and well consid- 
ered conclusion that agricultural in- 
terests will be served by such a 
change. If on the other hand it should 
be concluded that the plan now pre- 
vailing in a large number of our 
states of carrying farm fire insur- 
ance on essentially a local basis, and, 
through inter-company cooperation 
on the part of these local mutuals, 
providing needed windstorm insur- 
ance and possibly other forms of pro- 
tection, the present tendency should 
be discouraged, and if possible, 
checked before it is too late. This 
can no doubt be most effectively ac- 
complished by further improving and 
strengthening the local mutuals and 
placing them generally in a position 
as well as in an attitude to resist en- 
croachment. 


In fact the ability and readiness of 
the existing local farmers’ mutuals 
generally to adapt themselves to new 
conditions and demands, and to main- 
tain high standards of: financial 
safety and of efficiency in manage- 
ment, will very probably prove a de- 
termining factor, not only in any theo- 
retical conclusions reached, but in the 
actual outcome, in so far as_ these 
mutuals are concerned. li these local 
mutuals fail to meet and offset the 
present tendency toward state-wide or 
inter-state business units, the duty of 
writing their epitaph will probably 
fall upon the present generation. 
Should this duty be welcomed, and 
if so, would it be preferable that the 
field now held by these local farmers’ 
companies be occupied by larger in- 
dependent companies, or by com- 
panies controlled and managed 
through general-purpose farmers’ or- 
ganizations ? 


Cramping Her Cackle 
Misfits 


Her Husband—‘But why should we 
move? You were perfectly delighted with 
this neighborhood when we came here a 
year ago.” 

Mrs. Chatterton—“I know I was, but 
I'm tired of talking about the same old 
neighbors for a whole _ year.”—Detroit 
News. 
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New Commissioner of 
The State of Oregon 


H. AVERILL, who succeeded 

e Clare A. Lee as Insurance 
Commissioner of Oregon on April 
Ist, has long been connected with 
various phases of industry. 

His experience in the insurance 
field as one of the founders of the 
Pacific States Fire Insurance Com- 
pany is merely incidental in compari- 
son to his successes in industrial en- 
terprises. He is the founder of The 
A. H. Averill Machinery Company, 
which he builded from a modest be- 





A. H. AVERILL 


Who Has Taken the Insurance Helm 
in Oregon 


ginning to a major concern, from the 
active management of which he re- 
tired five years ago. His chief private 
business interest and activity at the 
present time is centered in the J. J. 
Ross Mill Furnishing Company, 
which specializes in flouring mill ma- 
chinery and equipment and of which 
he is vice president and a large stock- 
holder, and the American National 
3ank, of Portland, from the presi- 
dency of which he resigned Janu- 
ary last. 


He has always taken an active part 
in the civic affairs of his home city, 
Portland, and in affairs of state, and 
served as president of the Portland 
Chamber of Commerce; was former- 
ly a member of the board of directors 
of the United States Chamber of 
Commerce, and has been a member 
of the Portland Dock Commission for 
the past 15 years. 





$1000 Monthly to 
Unemployed 


OUSED by the plight of thou- 

sands of unfortunate families 
who have been thrust into practical 
destitution as a result of the unem- 
ployment situation, employees of the 
Lumbermens Mutual Casualty Com- 
pany and associate companies under 
the management of James S. Kemper, 
united in bringing assistance to nearly 
a score of needy families during the 
past winter. 


Staff members at the Home Offices 
at Chicago have contributed approxi- 
mately $1,000 monthly since Novem- 
ber of last year which has been ex- 
pended in providing food, shelter and 
fuel for the thirty-two adults and 
forty-five children in the families re- 
ceiving assistance. In addition, cloth- 
ing, furniture and medical attention 
have been furnished in many in- 
stances. 


Employees at various branch offices 
have also done their bit to alleviate 
distress in their localities. Eastern 
Department staff members at Phila- 
delphia twice contributed substantial 
sums to unemployment relief funds 
and generous support has been given 
to various other movements launched 
to aid the needy. 


SSS 


Glen Cove’s New Publica- 
tion 
HE Glen Cove Mutual Insurance 
Company is launching a publica- 
tion, as yet without a name, to “bring 
further service and assistance to 
everyone connected with the com- 
pany.” The employees and agents of 
the Glen Cove, exclusive of the offi- 
cials, are invited to enter a contest to 
supply a name for the bulletin, and 
an interesting headline is expected to 
emerge from the suggestions given. 
Publications of this kind have 
proved very useful in the mutual 
field, and this one, which we surmise 
will be under the management of the 
energetic O. M. Thurber, production 
manager of the company, will un- 
doubtedly develop into one of the best 
of its kind. 


California Ruling Adverse to 
Reciprocal Insurance for 
Municipalities 

Attorney General U. S. Webb of 
California recently handed down an 
opinion holding that a California 
county or municipality may not carry 
its automobile insurance with a re- 
ciprocal or inter-insurance exchange. 








JouRNAL OF AMERICAN INSURANCE 


JOURNAL OF 
AMERICAN INSURANCE 


Copyright 1930 


Published Monthly by the 
American Mutual Alliance 
180 N. Michigan Avenue 
Chicago, Illinois 
A. V. Gruhn, Editor and Business Mer. 








Nine Detours from Truth on 
A Stock Agent’s Highway 


NE who has ever seen a geyser in action will 
O recognize at once the similarity between this 

blustering natural phenomenon and the methods 
of stock company propaganda. There is a prelim- 
inary sputter and roar, and finally a gust of more 
or less muddy water is ejected with spectacular 
snorts, and woe to any who may be in the way of 
the hot effluvia. The difference between the geyser 
and the propaganda is that the former has some sub- 
stance, but the latter is almost all pure hot air. 


The latest eruption from the stock company bad 
lands is in the form of an article entitled “What 
Price Mutualism,” by Frederick W. Doremus, spe- 
cial agent of the American Insurance Company of 
Newark, N. J. It is a typical stock blowoff, sug- 
gesting further comparison with the geyser, because 
many of these explosive fountains are thought to be 
interconnected and have in common a noxious, if 
not sulphurous odor. 

OOo 


HIS new verbal stock commotion analyses true 

to form. When boiled down there is the same 
old residue, namely, false statements contending as 
follows: 


1. That mutuals are dangerous because policy- 
holders insure each other. 


2. That mutuals do not belong to certain rating 
bureaus and fire prevention associations and thus 
are uninformed as to facts and niggardly in coopera- 
tion. 


3. That mutuals rob the local public because they 
eliminate agents’ commissions and thus reduce 
money spent at home. 


4. That the mutual principle is fundamentally 
wrong because if universally applied it would result 
in business chaos. 

5. That mutual insurance premiums are not final 
costs and that assessments are likely to bankrupt the 
policyholders. 


6. That mutuals have on their boards men who 
should be ashamed to be connected with this no 
profit idea, since their own concerns make profits a 
plenty. 


7. That mutuals do not give universal coverage, 
but take only the cream of the risks. 


8. That some states have not incorporated any 
mutuals and, therefore, the stock companies in those 
communities are standing between the property own- 
ers and disaster. 

9. That mutual insurance is an enemy of the 
republic and particularly of the common people. 


Of course the Doremus effusion is suitably diluted 
with words, but the above represents the gist of the 
so-called argument. It is a pleasurable duty to take 
these points and turn them about so that this stock 
propagandist may sit upon them for awhile; at least, 
until he is thoroughly awake. Seriously, would any- 
one with good common sense suppose that an in- 
formed insurance man would seek to promote his 
business by means of such garbled statements? 
Answers to these assertions have time after time 
been printed in this magazine, and that portion of 
the public which has had opportunity to study into 
the situation knows that the advance of the mutuals 
is not to be stopped by the ballyhoo of certain stock 
groups. But in order to put the matter succinctly 
so that the world may read, we present again a brief 
reply to each of the statements made in the stock 
broadside referred to. 
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MUTUAL policyholders do not insure each other any 

e more than stock policyholders insure each other. 
Insurance must necessarily be a mutual agreement to 
provide funds for losses occurring among a group of 
insurers. This is true of all forms of insurance, the 
company being merely the collecting and distributing 
agent for the group. 

The relationship of policyholders in both stock and 
mutual companies is with a corporation which is a 
separate legal entity. The policyholders in either 
case are the source of the funds for the payment of 
losses and expenses and for setting up reserves. 

Mutuals have a high respect for all types of insur- 
ance carriers which are well managed, but must dis- 
claim any similarity to reciprocals or inter-insurance 
organizations or Lloyds, since these are not properly 
classed as mutuals. 


2. Mutuals either belong to the various casualty 
and fire rating bureaus, fire and accident prevention 
associations, etc., or have such organizations of their 
own. Stock companies have on many occasions de- 
nied, or attempted to deny, the mutuals the right to 
participate in rating and other organizations for 
handling insurance detail. The mutuals contend that 
the public is entitled to the widest possible gathering 
of statistics in all branches of insurance, and so are 
primarily interested in cooperation of both stock and 
mutual experience for rating purposes. But the evi- 
dence shows that certain stock groups want rates 
which are not scientific but which serve their own 
convenience for competition. 

The various class mutuals, through their preven- 
tion and safety activities have been wholly responsible 
for the improvement in the character of many risks, 
which, before the mutuals entered the field, were 
either not insurable or carried such a high rate that 
they could not continue to bear the burden of the 
cost. As members of various bureaus, some of which 
are entirely controlled by stock companies, the mu- 
tuals share their proportionate cost based on pre- 
mium volume. 

(Continued on Page 18) 



























Life-Lights 


YOUNG friend dropped in to 
see me the other day. He has 
not been out of college long, 

and he finds himself faced with the 
necessity of earning a living and not 
at all sure how his education and de- 
gree can be used to that very prac- 
tical end. He came to ask advice. 
Specifically he wanted to know how 
to sell ideas. He had in mind the 
possibility of becoming a salesman of 
some sort, and he had reasoned out 
a conclusion that the higher type of 
salesman, whatever the commodity or 
the proposition he may be promoting, 
must learn to deal persuasively in 
ideas. 


“But why do you come to me?” I 
asked him. “T lay no claim to ability 
as a salesman of any type. I earn my 
livelihood by trying to write things 
that other people will read.” 


“That is exactly why I want your 
advice. You may not have thought of 
it in this way, but as I figure it you 
are a salesman of ideas, and, I judge 
from what I have heard from some 
of the people who read what you 
write, a very effective salesman,” he 
said. 


“Thank you for the compliment. I 
am inclined to doubt its validity when 
[ consider my income,” I answered. 


——.: I know nothing about 
that,” he continued. “But I 
have read enough to know that you 
can get an idea over, and interest 
people in it. I want you to tell me 
how you do it.” 


I filled my pipe, lighted it, and 
leaned back in my chair to reflect. If 
I did it, how was it done? I had 
never given any serious thought to 
that. For years I had been writing 
for publication. Each subject treated, 
each article or story written had been 
a problem in itself. This notion that 
I had been engaged in selling ideas 
was new to me; but I could see it had 
a measure of truth. Was there under- 
neath my work of writing some guid- 
ing principles not consciously em- 
ployed, but which affected the 
manner of presentation? I thought 
perhaps that might be so. It was 
worth some self-inquiry, perhaps. 
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On A Business Background 


Dealing in Ideas 
By S. J. DUNCAN-CLARK 


ae ET me think it over for a 

night,” I said. “Come back to- 
morrow, and if there is any fruit to 
my cogitation, you may have it and 
welcome.” 


“Tine,” he answered. “I'll be here 
at 11 o'clock.” 


And at 11 o’clock the next morning 
he entered my office. I liked his punc- 
tuality, altho, at the time, he had 
nothing to do but be punctual. 


“Well, how’s the great cogitator ?” 
was his cheerful greeting. 


“T have gathered a little fruit from 
the tree of thought,’ I replied. 
“Nothing very new, I fear. But such 
as it is if you want it you may have 
it. I suppose it has all been said be- 
fore and said better. 


“First—and this is platitude—I 
have never written a half-way decent 
article about anything in which I was 
not really interested, and I am sure 
I could never sell an idea in which 
I did not myself believe—even if I 
cared to try. That much seems to me 
to be fundamental. But let me hasten 
to add that I am convinced there is 
nothing worth-while in which an in- 
dividual of normal intelligence can- 
not become interested by studying it. 
It may take a lot of patient and la- 
borious study at first, but if he has 
the persistence to break through the 
externals, to dig beneath the surface, 
he will develop interest and probably 
enthusiasm. 


‘Now as to method—and I fear, 
too, this may be largely platitude— 
it seems to me that the first thing one 
must do who wants to sell an idea in 
which he has himself become inter- 
ested, and in which he believes, is to 
attract the attention of his possible 
customer. In writing an article I 
often spend many minutes thinking 
of a caption or title. That is the 
beckoning finger, or the tap on the 
window pane which must win atten- 
tion. If you cannot get attention, 
momentary at least, your effort is a 
total loss. 


se 


But, as I think of it, attention is 
far from enough. Strange noises fre- 
quently catch my attention, but do 
not hold it when I realize that their 
cause is one which has no concern 
for me, no significance to invite fur- 
ther consideration. Attention must be 
immediately developed into interest 
or it is lost. And this is the most diffi- 


cult task I have. It may be done by 
a challenging sentence that raises a 
question in the mind of the person 
addressed, or by tactfully relating the 
idea to some matter of concern to 
the one whom you would persuade. 
If interest be aroused the way is open 
for what should quickly follow—an 
informing exposition of the idea. 
This is the chance to deepen interest, 
and leads to the final effort—that of 
bringing your reader or auditor to 
the desired attitude of mind or action 
which denotes acceptance of the idea. 
As I review my persuasive writing 
it seems to me this is the plan which 
I have followed, altho I never ana- 
lyzed it before.” 


“That is exactly what I wanted,” 
said my young friend. “It ought to 
be worth real money to me.” 


“Well, I am making no charge for 
it; but if you try it ott come back 
and tell me how it works,” I replied. 


Smart Bird—‘I want you to fix this 
cuckoo clock.” 

Jeweler—‘“That isn’t a cuckoo clock.” 

Smart Bird—“Yes, it is; it just struck 
thirteen.” 


No Wonder 
Bing—"What makes a fish so restless 


o” 
Bang—‘Why, because he is continually 
between two flappers.” 
—N. Y. C. Magazine. 


Try, Try Again 

“Say, there’s one guy in this burg who 
persists in dodging across the street just in 
front of my car and then, when he reaches 
the sidewalk, he turns and looks a hole 
through me.” 

“Puts on an injured look, I suppose.” 

“Not vet, but he will soon if I have any 
luck.”"—E xchange. 


“Did you hear about the accident in 
Scotland ?” 

“No; what was it?” 

“Two taxicabs collided, and eighteen men 
were hurt.”—Judge. 


Service Wanted 
A portly lady of color stepped up to 
Mr. Merrell’s desk in the banking circle 
the other day. 
“Pardon me,” quoth the lady of hue, 
“but I has here a check which I wish you 
all would sanctify for me.’—Exchange. 


Thoughtful Child (with memories of 
recent shopping expedition)—“Did you 
get me in a bargain basement, mummy ?” 

Mother—“Whatever do you mean, darl- 
ing?” 

Child—“Well+my fingers are all differ- 
ent sizes.”’—Passing Show (London). 
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EDITORIAL 


(Continued from Page 6) 


In the case of the Actuarial Bureau, 
the mutuals did in 1929 withdraw 
their representation. This action was 
prompted by the fact that while the 
Bureau was formed for the purpose 
of gathering and consolidating sta- 
tistics for the information of mem- 
bers and for Insurance Commission- 
ers who might call for certain figures, 
in no case was this information sup- 
plied in intelligible form, since a fre- 
quent revision of classifications pre- 
vented accurate comparisons. The 
Actuarial Bureau, as the reader may 
surmise, was controlled by the stock 
companies. 


3. The strength of the mutuals and 
the economy of their operation does 
not rest on their attitude toward 
agents. A good proportion of mutuals 
do operate on the agency plan with 
none of the bickerings which so often 
are characteristic of the relations be- 
tween stock agents and their com- 
panies. A larger number of mutuals 
pay their representatives regular sal- 
aries and their success is a testimonial 
of their efficiency. In either case, the 
community in which they operate is 
enriched because the policyholders 
have had turned back to them a sub- 
stantial portion of their premiums. 
This mutual dividend money stays at 
home regardless of whether or not a 
commission is paid to the agent; 
while under the stock plan the added 
cost represented by dividends to 
stockholders always goes out of town, 
together with the major part of the 
rest of the premium. In any case the 
mutual dividend, remaining in town, 
is more than the average agent’s com- 
mission, and in many instances twice 
as much. So from a purely local point 
of view, any community is financially 
better off by the operation of the 
mutual plan. Although the mutuals 
cannot be said to be hostile to alien 
companies, yet, if the point of patri- 
otism and local pride is to be raised, 
it must be noted that many stock pre- 
miums, less only the commission, go 
out of the country entirely to enrich 
French, English or German stock- 
holders. 


4. If the mutual plan is wrong, 
then so is the system of a republican 
form of government wrong. Insur- 
ance is not merchandise, but a funda- 
mental necessity just as is the group- 
ing of people together for protection, 
and the furtherance of national 
growth. It is essentially different 


from the mercantile business because 
the money involved is initially sup- 
plied by the policyholders and is not 
used to manufacture a product, or to 
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promote business except as incidental 
to co-operation with other insurers. 
Everyone now would deplore the re- 
establishment of the old feudal sys- 
tem by which the populace paid trib- 
ute to certain barons for protection 
from enemies. The same principle is 
just as objectionable if forced on the 
people by stock insurance for protec- 
tion against fires and other hazards. 
Mutual insurance puts the emphasis 
where it belongs, on adequate protec- 
tion at the lowest cost consistent with 
the best service, and this system has 
thriven in this country with increas- 
ing vigor since 1752. 


5. Certain stock groups continually 
try to confuse the public mind about 
the assessment feature of mutual in- 
surance. As a matter of fact, there 
are three kinds of mutuals, each 
equally good in its own field. 


(a) The purely assessment mutuals 
are confined almost exclusively to 
farm and local companies. They have 
a restricted field and exist for spe- 
cialized purposes. They have had a 
solid and consistent success over 
scores and scores of years. Over half 
of all farm insurance in the nation is 
carried by these companies to the sat- 
isfaction of everybody concerned. 


(b) Another class of mutuals write 
a strictly non-assessable policy. <A 
fixed rate is charged, and then by su- 
perior management and care in ac- 
cepting risks, the cost is reduced to 
a point where substantial dividends 
are returned to policyholders. 


(c) Most of the mutuals in general 
operate on the limited assessment plan 
whereby the same rate as the stock 
companies is charged and dividends 
are paid at the end of each policy 
period. In addition, however, there is 
an assessment stipulatipn in the pol- 
icy. This generally provides for a 
contingent liability of not more than 
once the amount of the premiums 
paid, to provide funds in case some 
great catastrophe piles up unprece- 
dented losses. It should be remem- 
bered, however, that such assessments 
have almost never been levied, and 
among the companies with which the 
average businessman comes in con- 
tact, the chance of an assessment is 
negligible. It can readily be seen that 
the assessment is a device to make 
assurance doubly sure, and the only 
method which provides absolute pro- 
tection from cataclysmic disasters. If 
the latter misfortune should come the 
stock companies would have no other 
resources to draw on than their capi- 
tal and surplus. Their stockholders 
are not required to make up losses 
out of their own pockets, and only 
once in a blue moon does such a mir- 


acle ever happen. Moreover, where 
stock companies are hard hit by 
losses, they continue to raise their 
rates in subsequent years to make up 
for deficiencies, which amounts to the 
same thing as an assessment—but 
they never return any dividends. 

6. It is the glory of the mutuals 
that they have high-grade business 
men on their boards, many of them 
officials of great concerns of world- 
wide importance. These men do 
make profit in their own companies 
which sell or manufacture merchan- 
dise or give service allied with the 
mercantile field. But they are just as 
zealous in seeing to it that in the very 
different field of insurance (as ex- 
plained under the answer to sstate- 
ment No. 4) the policyholders whom 
they represent and among whom they 
are themselves included, pay only the 
reasonable cost of protection. This 
does not savor of inconsistency. It is 
only common sense. And how safe 
the mutual policyholders may rightly 
feel with these business leaders on 
their official boards! 


7. Mutuals are only as careful in 
selecting risks as any insurance com- 
pany should be. If the stock agents 
really gave the service which they 
boast of they would inspect risks bet- 
ter and keep their companies informed 
of unusual hazards. The general run 
of stock insurance risks are handled 
with small knowledge of what the 
hazards really are—all of which 
makes for high rates to cover unnec- 
essary losses. But mutual _policy- 
holders have an incentive to keep 
their properties or other risks in top- 
notch condition because the smaller 
the losses the larger the dividends and 
therefore the less the cost. If the mu- 
tuals write policies only for “an in- 
finitesimal group of eligibles” as said 
in the Doremus article, then why are 
the stock people so worried about 
losing business? The truth is that the 
mutuals are coming closer and closer 
to universal coverage every day, and 
it is this danger which disturbs the 
stocks. It is this fear indeed which 
inspires the campaigns of boycott, 
slander and the near-approach to 
common racketeering which often ac- 
companies stock tactics of competi- 
tion. 





8. There may be a few states which 
have no resident mutual companies, 
but there are scores of mutuals which 
operate natonally. Any person may 
get mutual service in any community 
of the United States. 


9. It is a favorite device of the 
demagogue to accuse his honest op- 
ponent of unpatriotic motives. Mu- 


(Continued from Page 21) 
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Every Risk Has Its Own Peculiar Features Such as Are Encountered in Such a Scene as This 


Errors in Casualty Rates 


Promulgation of Fixing Charges for This Protection as Now 
Handled Calls for Certain Imperative Reforms 


ERTAIN serious errors now 
.; existent in the promulgation 
and fixing of casualty insur- 
ance rates, which, although recog- 
nized, or perhaps we should say, tol- 
erated for some period of years, are, 
in my opinion, fundamentally and 
basically incorrect, and are slowly 
but positively undermining the entire 
casualty insurance financial structure. 
[ wish informally to discuss some of 
these irregularities, with their resul- 
tant effects, and suggest the inception, 
at least, of a curative remedy there- 
for, in an effort to restore this branch 
of the insurance business to its orig- 
inally intended and _ economically 
sound status. 
The more important of the irregu- 
larities I refer to I have listed as 
follows : 


Payment of Claims 


(1) The increasing tendency on 
the part of most companies to regard 
the settlement and payment of in- 
demnity to honest and deserving 
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claimants, as a necessary evil, to be 
avoided, or materially limited, if pos- 
sible, rather than as a binding, de- 
terminable, legal obligation, to be 
honored and paid, with a sense of 
justice and fair play, based upon the 
complete and intelligent recollection 
that the contract, from which this 
obligation has arisen, was written by 
the company itself, and the financial 
consideration for the obligation as- 
sumed was fixed by the company 
alone. If loss payments must be cur- 
tailed, solely because of the inade- 
quacy of the remnant of the premium 
left to pay them, the companies them- 
selves would find it rather difficult to 
evade the accusation that they are 
solely culpable, liable and responsible 
for all these conditions. 


(2) The idiotic fallacy, embraced 
by some of our most prominent com- 


panies prior to the recent financial 
depression, that the insurance busi- 
ness was merely an agency or a means 
to procure and produce huge amounts 
of monies for investment (?), or, 
some unkind person might say, specu- 
lation, from which large returns 
would be received. The fact that 
these companies usually and continu- 
ously exhibited fairly substantial 
underwriting losses, was deemed to 
be a most insignificant item in the 
rearing of a vast financial institution, 
whose real foundation might eventu- 
ally prove to be a speculation rather 
than insurance. We do not believe it 
necessary further to elaborate upon 
this situation, since we can hardly 
doubt that after 1929 and 1930 all of 
the former radical exponents of the 
“Investment Income Theory” will 
readily admit its decided uncertainty 
as a business procedure for the opera- 
tion of such a semi-public trust as an 
insurance corporation. 

(3) The deplorable condition of the 
acquisition cost problem, with the 
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“sky the limit,” in most companies 
and localities. 

(4) The matter referred to in para- 
graph (3) being the basis for the 
annihilating competition between 
brokers, agents and companies, re- 
gardless of status and, eventually, 
producing the illegal rebates to as- 
sureds, now in vogue, either by direct 
return or under the guise of a tricky, 
intricate and false classification of 
the risk involved. 

(5) The attempt to “individualize” 
the insurance business, with entire 
disregard for the fundamental prin- 
ciples of economics. Insurance is a 
business of averages, and the increas- 
ing tendency of insurance companies 
to segregate, classify and cut-rate 
certain specific sections of particular 
classes of the insurance business, for 
no good reason whatsoever, will 
eventually bring about a condition 
that will make the already exploded 
fallacy of the “Investment Income 
Theory” look like an extremely sound 
idea. The allowance of a merit rating 
on any kind of a risk that insures 
against a possible casualty, or catas- 
trophe, is.as fundamentally and basi- 
cally cortect*as permitting a life in- 
surance policyholder to deduct 10 per 
cent of his annual premium because 
he so behaved and conducted himself 
that he did not die during the preced- 
ing policy year. In like manner, the 
idea of some of our insurance cxecu- 
tives that a specific risk, or a group 
of selected risks, in a particular class 
of insurance is entitled to special con- 
sideration in the form of reduced 
rates, results in nothing more than 
unfair, illegal and dangerous compe- 
tition, since in all of these instances 
there is no guarantee that through 
some circumstance entirely beyond 
his control the favored assured will 
not cost the company his entire po- 
tential premium income for, say, ten 
years, the day after he has been rated 
as a “DeLuxe Risk.” 

Discrimination 

(6) The unintentional, though ac- 
tual, discrimination permitted by 
granting certain companies the privi- 
lege to file and promulgate rates for 
specific sections of particular classes 
of business, based upon the unsound, 
vicious and erroneous idea that, be- 
cause of some latent power, they can 
personally and exclusively conduct 
and control economic law and exempt 
themselves from the same circum- 
stances, conditions and liabilities that 
surround every other company in the 
same line of business. 


The assertion of these companies 
that the special cut rate promulgated 
is based upon the unusually favor- 
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able, exceptional and, apparently, 
elastic overhead expense facilities 
that exist in their companies, or upon 
some preferential condition which de- 
cidedly and distinctly favors them to 
the exclusion of everybody else, has 
always appeared to be a deliberate 
and untruthful attempt to use this 
rate to unfairly and illegally compete 
with other companies who are at- 
tempting to conduct their business in 
accordance with all of the require- 
ments of the law and the recognized 
principles of sound business proced- 
ure, since it is always these companies 
who are generally the chief offenders 
in every other phase of the insurance 
business in which they are engaged. 

All of the above causes us to con- 
sider the primary movement required 
in the elimination of all these evils, 
together with many others of less im- 
portance, and the remedy that we sug- 
gest, we begin with, is that the Insur- 
ance Department of the State of New 
York refuse to approve or permit any 
company engaged in the casualty in- 
surance business in the State of New 
York to promulgate a differential, or 
a deviation from a casualty insurance 
rate, that is not based upon the com- 
bined experience of all companies en- 
gaged in the casualty business in the 
State of New York. 

Writing Specific Risks 

There is no objection to any com- 
pany licensed to do business in the 
State of New York underwriting only 
the most selective and highly profita- 
ble risks that may be included in the 
scope of any specific class of insur- 
ance. We will agree with them that 
such election is their constitutional 
right and privilege, but we will insist 
that they must write these risks at the 
rates approved and promulgated for 
the entire class of insurance in ques- 
tion, based upon the experience of all 
companies licensed to do business in 
the State of New York for that par- 
ticular class, as a whole, and including 
all risks, whether they be good, bad 
or mediocre. 


The opponents of this theory may 
advance the argument that this pro- 
cedure forces the good risks, in any 
particular class of insurance, to bear 
the burden of the conduct of the bad 
ones in the same class. This argu- 
ment might sound logical, but it is 
certainly not insurance, since the 
business of insurance presupposes 
this exact condition, and any econom- 
ically sound or intelligent reduction 
of the rate for the so-called good risk 
(also remembering that the good 
risk of today may be the bad risk of 
tomorrow) can only be permanently 
made by increasing the rate for the 


bad risk to such an extent that he, 
eventually, either readjusts his busi- 
ness conduct, from an _ insurance 
viewpoint or through the impossibil- 
ity of procuring coverage from any 
sensible and well managed company, 
he ceases to be any problem whatso- 
ever. 


Or 


Countersigning of Policies 
in Virginia 
OWN in Virginia there is a stock 
insurance agency, trading under 
the name of W. L. Dechert Company, 
which seems to be distressed about 
mutuals in and out of season. One of 
the late forays of the Dechert organ- 
ization was to try to establish that the 
State Farm Mutual Automobile In- 
surance Company of Bloomington was 
liable to fine or suspension of their 
license for violations of a statute re- 
quiring insurance policies to be coun- 
tersigned by a local agent. 


It so happened that the statute in 
question, which, by the way, has not 
yet been interpreted as applying to 
mutual companies, stipulated that 
twenty days’ notice must be given an 
offending company, and the offender 
must refuse to desist from violating 
the statute, before penalties would 
apply. 


The State Corporation Commission 
has ruled as of April 8th, 1931, that 
the State Farm Mutual had not per- 
sisted in proceeding contrary to the 
statute, and therefore no action could 
be taken against the company, since 


policies were now being counter- 
signed. 
DOD 


Spring Casualty Meetings 


Managers of various mutual casu- 
alty companies from a large number 
of states have just completed a series 
of conferences at White Sulphur 
Springs, West Virginia, called for the 
purpose of discussing various prob- 
lems with emphasis on plans for the 
prosperity which is expected to be just 
around the corner. 


Consulting the Oracle 


Jaywalker—“So many people are struck 
by autos while alighting from street-cars.’ 


Street-car Official—‘Well, yes; but 
those people have paid their fares. It’s 
this running over people who are waiting 
to get on that makes me mad.”—Path- 
finder. 
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EDITORIAL 


(Continued from Page 8) 


tual insurance has been in existence 
a long time and surely such patriots 
as Franklin, Washington, Jefferson 
and John Marshall would not have 
sponsored it if the mutual principle 
were either bad economics or traitor- 
ous. As a matter of fact mutual in- 
surance has been a great reservoir of 
security and thrift and millions have 
been, and are, grateful for its benefi- 
cent value. 

Wouldn’t it seem, kind reader, that 
the stock company managements 
would try to stop the mouths of those 
agents who persist in making them- 
selves and stock insurance ridiculous 
by unsubstantiated claims? The pub- 
lic at large is being rapidly educated 
to discriminate between the true and 
the false as regards insurance, and 
where an individual is not coerced 
by mortgage-making stock agents he 
is more and more covering his risks 
by mutual policies. 


OS—> 
Retaliatory Decision In 
Washington State 
Has New Angle 


N interesting sidelight on the 
question of retaliatory tax laws 
comes from Washington state, where 
the Pacific Mutual Life has been con- 
tending that the date of payment pro- 
vided in the California law, which 
was the subject of the controversy, 
should be recognized as the date of 
payment also in Washington. The 
text of the decision follows. 


SuPREME Court oF WASHINGTON 

Decided March 4, 1931 

Pacrric Mutuat Lire INsuRANCE Com- 
PANY OF CALIFORNIA, Respondent, 


v. 
Tue STATE OF WASHINGTON, Appellant. : 
Appeal from a judgment of the superior 

court for Thurston county, Wright, J., 

entered November 28, 1930, in favor of 

the plaintiff after overruling a demurrer 
to the complaint and refusal of defendant 
to plead further, in an action to recover 
portion of tax paid under protest. Af- 
firmed. 

The Attorney General and E. W. Ander- 
son, Assistant for appellant. 

Ryan, Desmond & Ryan for respondent. 
sEALS, J.—Plaintiff is an insurance com- 

pany, organized under the laws of the state 

of California, and regularly licensed to 

write insurance in the state of Washington. 

This action requires a construction of 
the so-called insurance retaliatory statute, 
Rem. Comp. Stat., § 7092, which reads as 
follows: 

“If, by the laws of any other state, any 
taxes, fines, penalties, licenses, fees, deposits 
or other obligations or prohibitions, in the 
aggregate, additional to or in excess of 
those imposed by the laws of this state, 
upon foreign insurance companies and 
their agents and solicitors, are imposed on 
insurance companies of this state and 
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their agents doing business in such state. 
like obligations and prohibitions shall be 
imposed upon all insurance companies of 
such state and their agents doing business 
in this state, so long as ‘such laws remain 
in force.” 

Plaintiff seasonably filed with the insur- 
ance commissioner its annual statement, 
showing the insurance which it had writ- 
ten during the year 1929, as required by 
Rem. Comp. Stat., § 7071, which provides 
for an annual tax of 2.25 per cent upor 
the gross premiums received. Computed 
on this basis, the tax due from plaintiff 
for the year 1929 amounts to $18,886.87, 
but, as the state of California imposes a 
similar tax upon the gross premiums re- 
ceived by foreign insurance companies 
doing business in that state, computed on 
the basis of 2.60 per cent thereof. (Deer- 
ing’s Political Code, §§ 3664-b and 3668-b), 
the insurance commissioner, proceeding 
under Rem. Comp. Stat., § 7092, supra, 
deemed it his duty to impose upon plaintiff 
an additional tax, based upon the differ- 
ence between 2.25 per cent, as provided by 
§ 7071, supra, and 2.60 per cent, as pro- 
vided by the laws of California. 


Sy 


ga 


LAINTIFF paid the tax as imposed by 

the insurance commissioner and brought 
this action to recover $396.94, the difference 
between 2.25 per cent of its gross pre- 
miums and the tax as demanded by the 
insurance commissioner, which difference 
plaintiff had paid under protest. A de- 
murrer to plaintiff's complaint was inter- 
posed by defendant, which the superior 
court overruled, whereupon defendant 
stood upon its demurrer and refused to 
plead further. Judgment was entered in 
accordance with the prayer of plaintiff’s 
complaint, from which judgment defend- 
ant appeals. 

It is conceded that, under the law of 
California, the fiscal year establishing the 
twelve months period during which the 
gross receipts of insurance companies shall 
be reported for the purpose of computing 
the tax due thereon, ends December 31st 
of each year, and, in this particular, corre- 
sponds with the law in this state. The 
California law, however, while imposing a 
tax of 2.60 per cent upon gross premiums, 
provides that the tax may be paid in two 
installments, one half on the first Monday 
of July following the end of the fiscal 
year for which the tax is payable, and the 
other half on the first Monday of the fol- 
lowing February. Under the law of this 
state, § 7071, supra, the entire tax is due 
March first next after the end of fiscal 
year, and becomes delinquent thirty days 
thereafter. 

Respondent contends that the insurance 
commissioner, in applying the retaliatory 
statute (§ 7092, supra), must take into 
consideration the advantage enjoyed by in- 
surance companies operating under the 
California law, in so far as the date the 
tax is payable is concerned; such com- 
panies, under that law, having the use of 
all of the money required to pay the tax 
up to the first Monday in July, and of 
half thereof until the first Monday of the 
following February. 


>_> 


HE purpose of retaliatory statutes, such 

as that under consideration here, is sim- 
ply to equalize the amount of tax payable. 
and to prevent unfavorable discrimination 
against Washington corporations by other 
states, in the exercise of the taxing power. 
Such a statute is wholly defensive in its 
purpose, is at least quasi-criminal in its 
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nature, and should be strictly construed 
and applied so as to accomplish its object, 
and nothing further. Life & Casualty Ins. 
Co. v. Coleman, 25 S. W. (2d) (Ky. App.) 
748. The act is in no sense a revenue 
measure, any increase in revenue accruing 
to the state under any application of the 
act being purely incidental. The supreme 
court of California, in the case of Bankers’ 
Life Co. v. Richardson, 192 Cal. 113, 218 
Pac. 586, said: 

“But, whether regarded as reciprocal or 
retaliatory, in so far as they are retaliatory 
in their nature, and involving the comity 
of states, they are to be strictly construed, 
executed with care, and not applied to any 
case that does not fall plainly within the 
letter of the law.” 

The theory of our law is that foreign 
insurance companies shall be taxed in this 
state to the same extent as Washington 
insurance companies are taxed when en- 
gaged in business in other states. It is 
manifest that it is not the purpose of our 
law to place a greater tax upon a Califor- 
nia insurance company than our own com- 
panies operating in California are required 
to pay, the underlying purpose of our 
statute being simply to insure that the tax 
paid by the two sets of insurance com- 
pan-es is essentially the same, and an equi- 
table reciprocity maintained. 

Respondent contends that, under our 
law, the insurance commissioner may assess 
a tax of 2.60 per cent on gross premiums 
earned by a California insurance company 
in this state, and, by executive order, pro- 
vide that the tax shall be paid upon the 
dates provided for by the California law, 
or, in the alternative, that he may assess 
upon such gross premiums a 2.60 per cent 
tax, and require payment thereof at the 
time provided for by Rem. Comp. Stat., 
§ 7071, supra; but that, if he adopts the 
latter plan, he must offset against the ‘tax 
due a reasonable discount, based upon the 
value of the use of the money for addi- 
tional time allowed by the California law. 
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ESPONDENT submits that, if such 

a discount were allowed in the instant 
case in the amount of six per cent, it 
would result in the payment of a less tax 
than a straight 2.25 per cent tax, computed 
under the law of this state, and payable 
as therein provided. Respondent further 
concedes, however, that under no circum- 
stances is it entitled to pay a tax in a 
sum less than an amount computed upon 
the Washington primary rate, and so ad- 
mits its liability to pay a tax in the sum 
of $18,886.87, on or before March 30th. 

It is admitted that the excess over this 
amount, claimed by the insurance commis- 
sioner, and paid by respondent under pro- 
test in the sum of $396.94, if deducted 
from the total tax paid by respondent, 
affords respondent an allowance of ap- 
proximately 3.5 per cent for the use of 
the money during the deferred period pro- 
vided for payment of such a tax by the 
California act. In its complaint, respondent 
alleges that it could have earned at least 
this amount on its money, if it could have 
availed itself of the privilege of deferring 
the payment of the tax, as provided for by 
the California law. This allegation stands 
admitted by appellant’s demurrer. 

On behalf of appellant, it is contended 
that the retaliatory section of our law 
above referred to, does not permit the in- 
surance commissioner to take into consid- 
eration the time for, or the method of, 
payment, but allows him only to consider 


(Continued on Page 31) 
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Insurance Legislation 
in Illinois 


URING the current session of 

the Illinois legislature a large 
number of bills affecting insurance 
are being introduced. Some of these 
proposed measures are not of special 
interest to the mutual world, but 
others such as those mentioned below, 
may well be followed with close at- 
tention. 


House Britt No. 729—Lire Act 


This bill contemplates the amendment of 
section 1 of an Act to regulate the invest- 
ments of funds and real estate holdings of 
insurance companies. Prohibits the invest- 
ing of their capital or surplus in the stock 
of manufacturing companies commonly 
known as industrials, other than preferred 
or guaranteed stock in such companies 
which have earned through each of the 
five previous years a sum applicable to 
a dividend equal to at least 4% on all 
of its capital stock or upon the value at 
which such stock was issued, provided, 
however, that no life insurance company 
shall invest in more than 10% of the total 
stock or 5% of its assets in such stock 
of any one corporation. 


House Britt No. 730—Fire 

This bill contemplates an amendment to 
section 12 of “An Act in relation to the 
investigation and prevention of fire and 
dangerous conditions in and near buildings 
and other structures,’ approved June 15, 
1909, as amended. 

It will be noted from Section 12 of the 
Act sought to be amended by this bill that 
the payment of the State Fire Marshal Tax 
is to be made in February, while under 
the present statute, fire companies are not 
required to file their annual statements until 
March. It is, therefore, impossible for the 
Division of Insurance to levy the assess- 
ment in February as the figures upon 
which the tax is based are found in the 
annual statement. 

The payment date of the tax was adopted 
when fire companies filed their statements 
on or before February first and was not 
changed in 1925 when the filing date for 
the class of companies was made March 
first. 

Many of the companies attempt to pay 
their tax in February even though their 
statements have not been submitted. The 
cashier in the insurance office has no way 
of knowing whether the amount paid is 
correct or not, and consequently must re- 
turn the checks advising that payment be 
withheld until the statements are received 
in the insurance office so that a determina- 
tion of the correct amount can be made 
as only certain premiums are taxable under 
the Act, they being fire, sprinkler leakage, 
riot, civil commotion, explosion and motor 
vehicle fire risks. 

With this in mind, the changes made in 
Section 12 of the Act are proposed in an 
attempt to care for this very awkward 
situation. 


House Bitt No. 731—Fire 


This bill contemplates an amendment to 
“An Act providing the kinds of business 
which may be transacted by fire insurance 
companies, etc.”, approved June 30, 1925. 

The changes proposed in this section will 
eliminate any doubt as to the authority of 
a Fire company writing smoke and smudge 
damage insurance if these lines are so 
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enumerated in the charter, and will enable 
the Department of Trade and Commerce 
to certify to such faét. While the statute, 
before the proposed change gave the com- 
panies authority to write insurance against 
loss or damage to property from any 
casualty not expressly conferred by other 
provisions of this A@, and it was presumed 
this provision was broad enough to cover 
the writing of smoke and smudge damage, 
the Department had no authority to issue 
a certificate stating, in specific terms, that 
the company had authority to write these 
specific lines unless they were so stated in 
the law and incorporated in the charter of 
the company. This being a comparatively 
new risk, the insurance departments of va- 
rious states are requiring certificates of 
authority from Illinois companies showing 
their authority to write this line in Illinois, 
before they may receive such authority in 
other States. 


House Britt No. 735—DEPARTMENT OF 
LICENSES 


This bill sets up the qualifications and 
provides for the examination and licensing 
of insurance agents by the Department of 
Trade and Commerce. Requires an annual 
license fee of $2.00 to be paid and provides 
for renewals and revocation of licenses for 
cause. Agents may employ solicitors who 
shall also be licensed and pay a fee of 
$2.00 for the original license and $1.00 an- 
nually upon renewal thereof. Appropriates 
$50,000 to the Department for the adminis- 
tration of the Act, for the next biennium. 


House Bit No. 738 


This bill contemplates the extension of 
the power of the Director of Trade and 
Commerce in the examination and investi- 
gation of insurance companies. Gives him 
the power to subpoena witnesses and papers 
in carrying out their duties. Proceedings 
for a contempt may be brought against 
persons refusing to comply with his re- 


quests. The expense of such investigations 
shall be paid by the companies investi- 
gated. 


House Britt No. 739—CasuAa.tty 


This bill contemplates an amendment to 
section 3 of an Act concerning the business 
of casualty insurance, April 21, 1899. Pro- 
vides that any corporation may do any 
three lines of business enumerated in this 
Act with a capital stock of $200,000 fully 
paid in cash instead of requiring such 
amount for each line of business. 


House Britt No. 741—Casua.ty 


This bill contemplates an amendment to 
sections 2, 5, 16 and 24 of an Act concern- 
ing the business of reciprocal or interin- 
surance, June 20, 1921, and to add sections 
7a, 16a, 20a and 23a thereto. Increases the 
number of subscribers, the number of risks, 
the total insurance and the amounts col- 
lected thereon which a company must have 
before being licensed to insure against fire. 
lightning, hail, windstorm, workmen’s com- 
pensation or automobile insurance. Invest- 
ment of their assets may be made in like 
manner as life insurance companies except 
that no investments shall be in stock, bonds 
or other indebtedness of automobile finance 
companies. Before any such companies do 
business they shall deposit securities equal 
to the minimum required to do business 
with the Department of Trade and Com- 
merce which shall be held for the benefit 
and protection of subscribers. Such securi- 
ties may be exchanged for other securities 
with the permission of the director. 


House Bit No. 743 
This bill contemplates the amendment of 
sections 1, 7, 9 and 18 of an Act to pro- 


vide for the organization of mutual insur- 
ance corporations other than life insurance, 
June 29, 1915. Organization of a corpora- 
tion under this Act must be completed with- 
in one year otherwise it shall be dissolved. 
Under the present law liability and em- 
ployers’ liability are grouped together in 
one subdivision. This bill makes a separate 
subdivision of liability insurance. 


When organized a liability company must 
have in force at least 20 policies to at least 
20 members or not less than 200 risks before 
permitted to do business. The maximum 
risk shall not exceed 20% of the assets. 
or 3 times the average policy, or one per 
cent of the insurance in force whichever 
happens to be the greater, and shall hold 
admitted assets of each kind of insurance 
equal to at least 5 times the maximum 
single risk assumed. Requires $10,000 in 
securities to be deposited with the Director 
of Trade and Commerce to be held by him 
for the benefit and protection of members. 
Whenever any company has insufficient as- 
sets they shall levy an assessment against 
its members and upon failure to do so 
within one month after notice by the Di- 
rector he may cancel the license of such 
corporation and liquidate its affairs. 


House Butt No. 769 


This bill contemplates an amendment to 
Section 3 of “An Act in relation to the pro- 
motion and organization of insurance cor- 
porations and to repeal a certain Act there- 
in named,” approved June 24, 1921, as 
amended, and to add Section 3a thereto 
and provides in substance that whenever 
any insurance company organized under 
the laws of this State applies to the De- 
partment of Trade and Commerce for per- 
mission to increase its capital stock and 
such permission is granted, the proceeds 
from the sale of such increased capital stock 
shall be fully paid into such insurance com- 
pany (in cash) within one year after the 
date such permission is granted. Upon 
failure of any insurance company to com- 
ply with the aforesaid provision, the De- 
partment of Trade and Commerce shall re- 
port such fact to the Attorney General, 
who shall thereupon cause such company 
to be enjoined from soliciting further sub- 
scriptions to such increased capital stock 
and require it to return such money as 
may have been paid in by the subscribers 
thereof. The Department of Trade and 
Commerce shall have the power to examine 
at any reasonable time, any books of sub- 
scriptions or other documents in connection 
with such application for increased capital 
stock which may enable it to determine 
whether any insurance company has com- 
plied with the provisions of this section. 


Ss> 


Charles E. Halstead Dies 
HARLES E. HALSTEAD of 
Springfield, Massachusetts, one 

of the original directors in 1907 of 

the Twin Mutual Fire Insurance 

Company of Boston, and continuing 

as a director up to the date of his 

death, passed away at the age of 80 

years April 8 after an illness of sev- 

eral months. 


Mr. Halstead was long identified 
in the retail coal business as Vice 
President of the M. S. Converse Coal 
Company. He had been active in 
civic affairs and in the development 
of Springfield, Massachusetts. 
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Crowds in Congested Centers Such as Chicago’s State Street May Easily Deceive One as to the Real Trend of Population 


When Population Becomes Stationary 


Economic and Social Aspects of the Apparent Evidence in the 1931 
‘Census that America Is Slowing Up 


HE steady slackening in the rate 

of our future population growth 

will retard the rate of increase in 
our national income, and hence retard 
the increase in national wealth. 
Wealth, in and of itself, is unimpor- 
tant to man, for it is merely the reser- 
voir of goods and services from which 
the stream of national income flows. 
What man is primarily interested in 
is not the source but the flow. This 
we shall consider. 


The national income of a popula- 
tion depends essentially upon its pro- 
ductivity. Total national productivity 
in turn depends upon growth in popu- 
lation, upon increases in capital equip- 
ment, and upon the introduction of 
new methods of production. Our total 
realized national income, according to 
the estimates of Professor Copeland, 
increased from 35.7 billions of dollars 
in 1913 to about 89 billions in 1928, 
an increase of nearly 150 per cent. 
During the same period our popula- 
tion increased about 25 per cent. A 
large portion of this 53.3 billions in- 
crease in the national income was due 
to the fact that our population in- 
creased by more than 23 millions. 
Consequently, when our population 





By J. J. SPENGLER 
Reprinted from Scribner’s Magazine. 
By Special Permission. 
Copyright 1931 by Charles Scribner's Sons. 





Mr. Spengler’s entire article is not 
reproduced here, but the excerpts 
printed on this and the following 
pages contain the gist of his observa- 
tion. The opening paragraphs stated, 
in general, the various causes for a 
decline in the population of America. 

The Journal of American Insur- 
ance holds no brief for all of Mr. 
Spengler’s remarks, but he has cer- 
tainly succeeded in giving his readers 
a great deal to ponder over.—Ep1Tor. 








ceases to grow our national income 
will no longer increase as rapidly as 
it would if our numbers were increas- 
ing. 

Only those who are infected with 
big-number megalomania are _inter- 
ested in national income, however. 
What is of importance to the indi- 
vidual is not the total income but the 
average income. Between 1913 and 
1928 the total income increased much 
more rapidly than did population. In 
other words, average income increased 
from $621 in 1913 to about $742 in 
1928, an increase of about 20 per cent. 


This increase in average income, 
however, does not mean that all 
classes of our population enjoyed an 
equal rate of increase, or that the 
same rate of increase has been expe- 
rienced throughout this period. In a 
recent study Professor King shows 
that since 1909 the average amount 
of purchasing power going to prop- 
erty owners and entrepreneurs has in- 
creased only about half as rapidly as 
the purchasing power of the indus- 
tries which they controlled. Average 
annual earnings of wage earners have 
mounted steadily while the average 
real income of many salaried em- 
ployees was lower in 1927 than in 
1909. Professor King concludes that 
“the average American was approxi- 
mately one-third better off in 1927 
than he was in 1921.” 

The increases in average income 
which we have described took place 
during a period when our population 
was increasing rapidly. What is of 
primary interest to all of us, there- 
fore, is whether or not average real 
income will continue to increase when 
population growth slackens. The an- 
swer of the economist is double-edged. 
Provided those who control our eco- 
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nomic system adjust themselves to the 
new set of conditions, average income 
will increase more rapidly when popu- 
lation has become approximately sta- 
tionary than it has in the past when 
our numbers were multiplying rap- 
idly. Even then, however, certain 
classes will suffer relatively at least 
as a result of cessation in population 
growth. 

Per capita income depends in the 
last analysis upon per capita produc- 
tivity, which in turn depends upon the 
relationship between population and 
resources. Up to a certain point in- 
crease in population makes possible 
more co-operation among men and 
the use of efficient methods of pro- 
duction not possible when population 
is scattered. This state, economists 
call the stage of increasing returns, 
which means that the average output 
per individual is increasing. Eventu- 
ally, however, further increases in 
population multiply wastes and occa- 
sion a decline in average output and 
hence in average income. This second 
stage, known as decreasing average 
returns, has characterized advanced 
European countries and the United 
States for some time. Consequently, 
further increases in population, even 
though they do not result in a de- 
crease in average income, necessarily 
retard further increases in average in- 
come. For this reason primarily, and 
for no other, is a stationary popula- 
tion economically superior to a grow- 
ing population. 

What has been said will strike the 
ordinary reader either as inconsistent 
or as paradoxical. The income fig- 
ures I have given show that average 
income has been increasing right 
along. Yet I say that we are living in 
the stage of diminishing returns. 
Wherein lies the answer? The in- 
crease in average income was made 
possible by new inventions, by the use 
of new methods, and by additions to 
our capital equipment. These inven- 
tions, methods, and additions were 
not caused by population growth. 
They would have been introduced 
even if our population had remained 
stationary since 1910. In fact, had 
our population been stationary, we 
could as a nation have saved more per 
capita, and thus have enjoyed a 
greater per capita income during the 
past decade than we have enjoyed. 
In short, had our population become 
stationary twenty years ago, average 
real income today would be not about 
$742 but in excess of $742. 

A steady increase in population 
speeds up the exhaustion of natural 
resources which cannot be replaced, 
such as coal, gas, oil, minerals, and 
certain fertilizers. Our industrial 
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civilization is founded upon energy 
and minerals even as Greco-Roman 
civilization was founded upon agri- 
culture. Many of our mineral and 
energy supplies are quite limited in 
amount. Even-»coal which is still 
abundant will become more costly in 
the near future when we shall have 
creamed off the easily obtainable sup- 
plies. Consequently, unless we invent 
new sources of energy and mineral 
supplies, we shall have to devote ever 
larger parts of our labor and capital 
to securing these supplies. This means 
we shall have smaller portions of la- 
bor and capital left to produce and 
distribute the things which we con- 
sume directly and which really de- 
termine our scale of living. In light 
of this analysis, therefore, if a nation 
can enjoy an income of $742 per cap- 
ita whether the population numbers 
92 millions as in 1910 or 123 millions 
as now, it is more desirable to have 
a stationary population of 92 millions. 
For with the latter population our 
non-replaceable fuel and mineral sup- 
plies would last one third more years. 

The analysis here presented is not 
theoretical. The present depressed 
state of industry in England is due 
in large part to the exhaustion of her 
fuel and mineral supplies, just as the 
low average income in Japan, China, 
and India is due to a definite lack of 
fuel and mineral supplies. Had the 
English population increased less 
rapidly, England would be in a better 
position today to carry on until possi- 
ble substitutes for fuel and minerals 
could be invented or discovered. 

In brief, in a stationary population 
every economic force, if given oppor- 
tunity, will strain to increase average 
production and consumption. Num- 
bers no longer need press on natural 
resources. Furthermore, since a sta- 
tionary population ‘will contain a 
smaller proportion of unproductive 
youth, average productive capacity 
can be increased about one-tenth. 
This increased productive capacity 
may, in turn, give birth to more ma- 
chines and newer methods and thus 
render possible unparalleled prosper- 
ity. Whether such will be the result, 
depends, as we shall indicate, upon 
what our business leaders do. 


| INARY population will 
affect the incomes of different 
classes of the population in different 
ways. Real-estate owners, agricultur- 
ists, and certain other classes will 
either experience no further gains, or 
gains relatively lower than those en- 
joyed by the masses of the population. 

Real-estate values in any one sec- 
tion depend primarily upon the de- 
mands of the population residing 


there. In the past, real-estate values 
in this country have advanced stead- 
ily, because in practically all parts of 
the United States population was in- 
creasing and the demands for any one 
location were skyrocketing. For sev- 
eral more decades, so long as our 
population continues to increase, 
real-estate values will on the average 
continue to advance. Peak average 
values will be reached about 1950 and 
will thereafter remain comparatively 
constant. 


When, about 1950, average real- 
estate values cease to climb, the all 
too-well-fed realtors will probably be- 
gin to emit cries of distress and howl 
for relief at the heels of sympathetic 
legislators. Ordinary horse - sense 
makes it obvious to any one, however, 
that failure of average real-estate 
values to rise is not undesirable. The 
nature of a location is not changed by 
the fact that its value advances or 
fails to advance. As a nation we are 
no better off today because the aver- 
age value of sites is worth more than 
in 1910. 


The failure of real-estate values to 
mount after 1950 will not prove dis- 
advantageous therefore. At the most, 
failure of values to rise will lead to 
income and profits taxes instead of 
further taxes on real property. And 
those who expect to fatten on an un- 
earned increment will have to go to 
work instead. 


During the next generation real- 
estate and land values will increase 
in many sections of the country; in 
some they will remain stationary ; in 
some they will decrease. Even after 
1950 real-estate values in certain sec- 
tions of the country will increase, 
whereas those in other sections will 
decline correspondingly. On_ the 
whole, while average land values will 
continue to increase for several dec- 
ades, the striking changes in future 
values in different sections of the 
country will grow out of internal 
population movements. Population 
will move from some to other sections 
of the country and thus cause land 
values to rise in the latter. This in- 
ternal flow of population is strikingly 
illustrated in figures of the recent cen- 
sus which show that in certain States 
such as Florida and California popu- 
lation increased by one-half, whereas 
in other States absolutely no increase 
took place. Other census studies and 
surveys by the Chamber of Commerce 
reveal similar shifts in population. 
When completely compiled the pres- 
ent census returns will also reveal 
definite shifts of the population to 
the suburbs and outskirts of urban 
and metropolitan centres. 
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Counter-flows in population make 
it difficult to determine in what sec- 
tions land and real-estate values will 
be altered most significantly. The 
townward trek from the farm will 
probably continue until not more than 
30 millions or one-fifth of our ulti- 
mate population will reside on farms. 
Despite the comparatively high birth 
rate of the farm population, the cen- 
sus returns and other studies reveal 
that since the farmers’ last prosperous 
year, 1920, the farm population has 
decreased at about one-half million 
per year. The addition of these four 
million ex-farmers to town and city 
populations has necessarily favored 
an increase in urban land values. 
Where this influx of 4 millions pushed 
up land values, however, it is not easy 
to say, as I shall indicate. 


The location of industry, while 
partly affected by population, largely 
determines where population will 
move and hence where land values 
will rise. At present important mi- 
grations of industry are in process. 
Industry is expanding most rapidly 
in the Pacific States and in the east 
North Central and east South Central 
States and in the South generally. 
Everywhere branch plants are multi- 
plying as a means of cutting transpor- 
tation costs and speeding up the de- 
livery of goods to dealers. Manufac- 
turing plants are even moving to the 
country outside of city boundaries 
and to small towns in order to escape 
freight congestion, high land costs, 
and exorbitant taxes, and to secure 
cheaper labor in non-urban districts. 
Between 1919 and 1925 cities of over 
10,000 lost from 8 to 14 per cent of 
their wage earners. In 1927, of 228 
cases of plant removal, 126 moved to 
smaller communities. Specialized cen- 
tres of industry, such as hog butcher- 
ing in Chicago and collar manufac- 
turing in Troy, are breaking up, and 
these products are being turned out 
in all parts of the country. On the 
whole, current census data show that 
small plants favor small cities, me- 
dium-sized plants predominate in 
large cities, and large plants occur 
most frequently in middle-sized cities. 
In essence, migration of industry is 
distributing plants more evenly 
throughout the country and thus is 
making possible many new economies 
and a more even distribution of popu- 
lation. 


Unfortunately, this migration of 
industry is not checking the growth 
of towns, cities, and metropolises. 
For every wage earner who leaves the 
city for the open country, one and a 
fraction white-collar men and service 
dispensers move into larger communi- 
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ties. The economies of production in 
small towns made possible by the 
growth of roads, the new science of 
management which has made _ the 
smaller plant more efficient than the 
larger plant, and the development of 
electrical transmission which makes 
possible the export of cheap power 
to the countryside are therefore gen- 
erally cancelled by other wastes. Since 
heat cannot be shipped, industries re- 
quiring heat must remain where heat 
is available, usually in cities. The ex- 
orbitant rates now charged for elec- 
tric power necessarily check indus- 
trial decentralization. The prodigality 
of our producers which has permitted 
our marketing system to waste 10 bil- 
lions annually also permits the multi- 
plication of unneeded white-collared 
and overalled dispensers of “service,” 
most of whom congregate in cities. 
Finally, a well-organized minority of 
vested urban interests continues effec- 
tively to delude gullible homo sapiens 
into believing that big-city life bene- 
fits him. We may, therefore, expect 
land values to continue to climb in 
the future nearly as sharply in urban 
centres as in areas adjoining towns 
and cities. 


On grounds of economic efficiency 
the growth of cities of several hun- 
dred thousands ought to be checked. 
Were our social engineers to study 
city balance sheets, they would find 
not well-managed plants but rather 
politically costly and economically 
wasteful Molochs. In the city of 
300,000 and over, even as in Mega- 
lopolis, wastes outstrip economies. 
This deficit comes out of the pocket- 
books of consumers. Perhaps some 
day they will overcome their inertia, 
revolt, and refuse any longer to nour- 
ish urban succubi. 


To discourage urban growth is not 
to encourage an increase in the farm 
population. Economic circumstances 
are condemning the marginal farmer 
to abandon the farmstead. Nourbanite 
offers to share the farmer’s tax bur- 
den. No Grundy tariff wall can pro- 
tect him from Canadian wheat or 
Argentine beef. No farmers’ grange 
can insulate the farm-hand from the 
lure of high industrial wages. No 
advertising panacea will substitute 
cotton for silk and rayon, or elemental 
foods for the items which bulk in 
the modern consumer’s budget. No 
Jacquerie will protect this rugged in- 
dividualist from the inroads of the 
machine. No modern alchemist is 
likely to transmute an appreciable 
volume of farm products into eco- 
nomically feasible and industrially 
utilizable materials ; such as cornstalk 
paper and bagasse building material. 
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An unsalable surplus is slowly stran- 
gling the marginal ruralite economi- 
cally and socially. 

Slackening in population growth 
coupled with other factors is multi- 


plying deserted acres, ending the 
dream of an irrigated Southwest, and 
speeding rural-urban readjustment. 
Crop rotation, control of insect pests 
and plant diseases, increased use of 
mineral fertilizers and manures, and 
improved equipment would enable 
less than the present farm population 
to double agricultural production. 
Even if our present population were 
to increase 30 per cent, and total con- 
sumption to advance correspondingly, 
our expert surplus would then in- 
crease over fourfold, O. E. Baker es- 
timates. World population, world ag- 
riculture, and world purchasing power 
being what they are now and what 
they will be a quarter century from 
now, a dozen Farm Boards could not 
dispose of this marketable excess. 
Nor is it likely that the American peo- 
ple will increase milk and meat con- 
sumption enough to make payable the 
use of all existing farm acreage. 
Rather, with farmers losing nearly 2 
billions of dollars on their 1927 op- 
erations, and with the average farmer 
earning only four-tenths as much as 
the average American, rural depopu- 
lation will continue and rural land 
values will decline until a satisfactory 
rural-urban balance has been struck. 


SS 


_ none does cessation of popula- 
tion growth bring a more difficult 
problem than to the employer of la- 
bor. Upon labor depend both the de- 
mand for and the supply of goods. 
The employer of the future will need 
to provide work for an entirely dif- 
ferent kind of working population 
than we have today. If he fails in this 
task there will be unemployment, lack 
of products, and absence of consum- 
ing power, not-to mention lack of 
profits. 

A stationary population will contain 
fewer young and more old persons 
than the present population. Metro- 
politan Life Insurance Company stat- 
isticians compute the ages of 100 
males to be distributed as follows in 
1870, 1900, 1920, and in a stationary 
population : 


0-19 20-44 45-64 65& 


Year Years Years Years Over 
BOM sec Sareea 49.5 349 126 2.9 
i. 43.6 37.9 14.1 4.0 
[kas Gore 40.3 382 169 4.5 
Stationary .. 31.6 35.3 22.4 10.7 


According to these figures, in a sta- 
tionary population there will be one- 
fifth less folk under 20, one-third 
more aged 45-64 years, over twice as 
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many aged 65 and over, and one- 
twelfth less aged 20-44 years. In 
short, future employers will have to 
employ more of the older workers be- 
cause of the scarcity of younger 
workers. Hence the present policy of 
refusing to hire men aged 40 or more 
years will have to be abandoned. 


Older workers are undesirable for 
three reasons. Their employment 
makes company insurance schemes 
more expensive and pension schemes 
more unworkable. In many fields the 
older worker is less efficient than the 
younger worker. The first two objec- 
tions can easily be removed; but the 
third requires study. The problem of 
the future employer will consist in 
fitting each age group of workers in 
that class of jobs where a given age 
is least disadvantageous. Briefly, 
young workers will have to perform 
the heavy jobs while older workers 
accomplish tasks which are less oner- 
ous or require more skill. Several re- 
cent studies show tendencies in this 
direction, for already the number of 
older workers is increasing and that 
of younger workers is decreasing. 


In order that we as a nation may 
effectively utilize this aging national 
labor supply, it is essential that we 
establish a Federal Labor Board to 
make possible the orderly marketing 
of labor. This Board would study and 
anticipate the needs of the country 
and would enable us to shift workers 
from places and occupations where 
there was a surplus of workers to 
places and occupations where there 
was a deficit. This Board would like- 
wise enable us to put our educational 
system upon a sound working basis so 
that educational institutions would 
turn out only such types as were 
needed instead of the hodge-podge of 
half-trained and frequently unneeded 
classes now thrown onto the labor 
market each graduation. 


In a stationary population those of 
working age are as numerous as in 
the present population. Those aged 
65 and more years are doubly numer- 
ous but need occasion no difficulty. 
Our economic system, if efficiently 
operated, could employ all but those 
who wished to retire at 60. At pres- 
ent we waste a vast amount of poten- 
tial female labor. In 1920, 78 out of 
every 100 males aged 10 or more 
years were employed; only 18 per 
cent of the women aged 10 or more 
years were employed. This 18 per 
cent probably ought to be increased 
to about 50 per cent to allow for 
women who worked on farms and in 
households but were not so reported. 
Even then it is plain that the number 
of women who could be employed and 
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who desire employment is at least 
double the number now employed. 
This is especially true now that the 
small family system has become so 
common. The employment of this ad- 
ditional number of women would in- 
crease our annual output about one- 
sixth. In terms of dollars it would 
increase our average income around a 
hundred dollars. To make possible the 
employment of some 8 millions of 
women who are practically idle would 
require careful study by our proposed 
Federal Labor Board. This Board 
would need to determine what jobs 
women are specially suited to, and 
then reserve these jobs for women. 


Many will contend that prevailing 
unemployment makes it undesirable to 
employ more women. This argument, 
however, is as absurd as the argument 
that we can adopt a 35-hour week. 
Unemployment is caused not by gen- 
eral unproduction, but by undercon- 
sumption and by underdevelopment of 
certain lines of industry. At present, 
half or more of American households 
live below a minimum comfort level. 
Even if our national income were di- 
vided equally the situation would not 
be greatly improved. Under existing 
conditions we can enable our popula- 
tion to produce the goods they desire 
only if we employ all males of work- 
ing age a full five-day week and in- 
crease by 5 to 8 millions the number 
of women who are employed. 


The advent of a stationary popula- 
tion by compelling us to solve the 
problem of the older worker will lead 
to the establishment of a Federal La- 
bor Board whose studies and efforts 
will not only enable us to absorb the 
older workers, but practically to elim- 
inate male unemployment and to dou- 
ble the number of employed women. 
As a result, average income will in- 
crease and retirement will become 
possible in the fifties. 


SSS 


HE slowing down of population 

growth will alter national con- 
sumer demand in many ways. There 
will be more old and fewer young 
persons, families will be smaller, in- 
come distribution will be changed, 
free income will increase, cyclical un- 
employment may be cut down. 


In a stationary population the pro- 
portion of youth will be one-fifth less 
and the proportion of persons aged 45 
or more years will be half again as 
great. This means that the consump- 
tion of goods by young children and 
by persons in the teens will decline 
in some lines; in other lines no in- 
crease will take place. On the con- 
trary there will be a marked increase 





in the demand for goods preferred by 
older persons. It is essential, there- 
fore, that some of the capital and la- 
bor now employed in making infants’ 
and children’s goods flow into indus- 
tries producing goods preferred by 
older persons such as housing, fur- 
nishings, Florida homes, sedate lux- 
uries, mild amusements, comforts, 
health facilities, etc. Much new labor 
and capital must be directed into the 
production of the latter class of goods 
if future demands are to be satisfied. 

The effect of the introduction of 
the small-family system upon con- 
sumption cannot be exaggerated. Al- 
ready the amount of dwelling space 
per household has declined, and this 
decline has been accompanied by 
changes in the type of food, furni- 
ture, home furnishings and the like. 
The small-family system allows par- 
ents more leisure and thus permits 
the consumption of many kinds of 
goods and amusements denied to 
those tied down by family cares. 
More attention is given to education 
of children in the small family. 
Hence we may look forward to a 
great increase in high-school and col- 
lege educational expenditures in the 
future. This emphasis upon child 
education will make for increase in 
adult education, for increased de- 
mands upon libraries, and for in- 
creased reading of intelligent maga- 
zines and books. 


Future incomes will be more nearly 
equal than at present. The decline in 
the gross’ interest rate will cut down 
the rentier-incomes of the well-to-do 
and wealthy. The adoption of the 
small-family system will cut down the 
supply of skilled, semi-skilled, and un- 
skilled workers relative to the number 
engaged in white-collar professional 
occupations. The incomes of the 
working class, therefore, will more 
closely approximate the incomes of 
the upper classes. This increased 
equalization of income will increase 
the relative demand for necessities 
and comforts and check the demand 
for luxuries and goods consumed for 
purposes of ostentation. 


When population has ceased to 
grow, existing deficits in public 
amusements, parks, libraries, high- 
ways, hospital and health facilities, 
etc., can better be gauged and met. 
Reduced expenditures for educational 
buildings will permit increased ex- 
penditures for equipment and better- 
trained instructional staffs. The va- 
rious sources of free income will 
accordingly be increased and will thus 
decrease existing difference among 
the levels of real incomes of different 
classes. 

(Continued on Page 30) 
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Insurance Legislation 


Legislative activities for 1931 are 
now nearing their final period in 
many states. Of the 44 states sched- 
uled to convene this year, 19 have 
already adjourned. These include— 


Arizona North Dakota 
Arkansas Oklahoma 
Idaho Oregon 
Indiana South Dakota 
Kansas Utah 

Maine Vermont 
Montana Washington 
Nevada West Virginia 
New Mexico Wyoming 
New York 


Immediately upon the close of its 
regular session the legislature of 
Idaho was called into extraordinary 
session to consider tax matters. 
Georgia was also called into session 
to consider taxation. These special 
sessions have now adjourned after 
passing income tax measures. The 
regular session of Florida convened 
April 7th and that of Georgia con- 
venes June 24th. 

A number of bills of interest to 
mutual insurance companies have 
been introduced. The following is a 
brief summary of some of these 


measures: 
Alabama 

Senate 206 introduced by Jordan, pro- 
vides for the organization, operation and 
supervision of fire insurance rate making 
bureaus and requires all fire insurance 
companies to maintain or be a member of 
a rating bureau, or to subscribe for and 
adopt the rates of a regular recognized 
rating bureau. A rating bureau may con- 
sist of one or more insurers, and when 
consisting of two or more insurers, shall 
admit to membership any authorized in- 
surer applying therefor, and agreeing to 
abide by its rules and regulations. 
California 

House 923 introduced by Scudder and 
others, provides for the qualification and 
licensing of insurance agents. The present 
law requires all policies to be first ap- 
proved and countersigned by a resident 
agent and the Attorney General has ruled 
that the insurance commissioner is not 
prohibited from licensing an agent who 
does not happen to be a resident of Cali- 
fornia so long as the policy is counter- 
signed by a resident agent. The proposed 
bill requires all agents to be residents of 
the state. A board of insurance qualifica- 
tion is created consisting of seven mem- 
bers. Appointments to the board must be 
so made that the membership will always 
be constituted as follows: Two insurance 
agents licensed as such in California for 
at least the five years next preceding ap- 
pointment; one insurance broker, licensed 
as such for at least five consecutive years 
next preceding the appointment ; one repre- 
sentative or salaried executive, not ar 
agent, broker or solicitor, of each of the 
following types of insurers: (1) com- 
panies and associations effecting contracts 
of surety; (2) companies and associations 
effecting contracts of marine insurance: 
(3) companies and associations effecting 
contracts of fire insurance; (4) companies 


and associations effecting at least two of 
the following classes of insurance; (1) 
accident insurance, (2) liability insurance, 
(3) common carrier liability insurance, 
(4) boiler and machinery insurance, (5) 
team and vehicle insurance. 


It is made the duty of the board to at 
least twice a year conduct or arrange for 
a written examination as to the qualifica- 
tions of applicants to act as insurance 
agent, broker or solicitor. After each ex- 
amination the board certifies to the insur- 
ance commissioner the names of all appli- 
cants who have passed the examination 
and no license to act as an insurance agent, 
broker, or solicitor may be issued until the 
insurance commissioner has received such 
certification. 


The bill has passed the House with nu- 
merous amendments and has been reported 
favorably in the Senate with additional 
amendments. As last amended all provi- 
sion for a qualification board was elimi- 
nated. 


House 512 introduced by Patterson, 
amends section 602b of the Political Code, 
relating to the regulation of insurance car- 
riers insuring employers and employees 
under the workmen’s compensation act, by 
prohibiting payment of dividends, or giv- 
ing a premium credit by any compensation 
insurance company (except reciprocals and 
interinsurance exchanges) except in ac- 
cordance with a schedule of dividends 
which must be filed with the insurance 
commissioner not later than February 15th 
of each year. Such schedules must show 
the dividends earned and to be returned to 
policyholders for the year ending Decem- 
ber 31 preceding the filing of the schedule, 
and must be prepared by the classifications 
in use in the rate manual approved by the 
state insurance commissioner as applicable 
to workmen’s compensation insurance in 
California. These schedules must provide 
for the return of dividends to all policy- 
holders at the same rate on all premiums 
earned in the same manual classifications 
without regard to the minimum premium 
requirements in the policy except that said 
schedules may be prepared to show aver- 
age dividends earned in any classification 
and may provide for a uniform variation 
from said average in accordance with the 
loss experience under individual policies. 
Prohibits discrimination between risks hav- 
ing the same loss experience in the same 
classification; provides that payment of 
‘earned dividends shall not be conditioned 
upon the renewal of the policy under 
which the dividends were earned. The 
schedule when filed shall be open to pub- 
lic inspection and dividends shall not be 
paid until schedule has been approved by 
the insurance commissioner. 

Delaware 

At the 1929 session of the Delaware leg- 
islature a commission was appointed to 
study the recodification of the insurance 
laws, and to report to the 1931 session. 
This resulted in a code bill being intro- 
duced in the form of House 298 and 299 
which have been passed by both houses. 
Georgia 

The special session of the Georgia legis- 
lature called to consider tax questions, re- 
sulted in the passage of an income tax bill 
House 18. Insurance companies paying a 
premium tax are exempt from taxation 


and exemption is also granted to farm mu- 
tuals and domestic mutual fire insurance 
companies. 

both houses. 


This bill has been passed by 
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Idaho 

The extraordinary session of the Idahc 
legislature passed House Bill 2 providing 
for the levying and collecting of income 
tax. Farmers’ or other mutual hail, cy- 
clone casualty or fire insurance companies 
or associations (including inter-insurers 
and reciprocal underwriters of the same 
class) the income of which is used or held 
only for the purpose of paying losses or 
expenses, are exempt from taxation under 
the act. 

Iowa 

House 2 is an act relating to taxation 
and provides for levying, imposing, col- 
lecting, and paying of taxes on income. 
Insurance companies and/or insurance as- 
sociations now or hereafter organized and 
incorporated by or under the laws of this 
state, or lawfully operating in the State of 
Iowa, are exempt from taxation. The bill 
has been passed by the Senate as amended. 
Maryland 

House 84 introduced by Carroll, amends 
section 17 of the Insurance Law relating to 
capital stock companies. The present law 
requires a capital stock of $250,000 for 
writing liability and workmen’s compensa- 
tion insurance. This bill among other 
things omits the word “and” and substi- 
tutes “or” so that companies writing lia- 
bility and compensation would have to 
have $500,000 to write both lines. The bill 
affects mutuals writing non-assessable pol- 
icies by increasing their surplus require- 
ments. A favorable report striking out the 
requirement of $250,000 for each of the 
two lines, liability and compensation, was 
made by the committee. 

House Bill 135 and Senate Bill 121 im- 
pose an additional 2% tax on fire insur- 
ance companies. Mutual insurance com- 
panies are allowed to deduct dividends in 
the computation of this additional tax. 
Michigan 

House 334 introduced by Wilson, elimi- 
nates the provision in the insurance code 
allowing mutuals until December 31, 1935, 
to bolster reserves and places reciprocals 
within the scope of reserve provisions. 

House 335 introduced by Wilson, pro- 
vides for the examination and licensing of 
insurance agents and solicitors engaged in 
fire, casualty and/or surety insurance busi- 
ness. Creates a board of insurance exam- 
iners consisting of five members. The 
board shall meet at least once in each year 
at Lansing during the session of the legis- 
lature and also at such other times and 
places as the commissioner of insurance 
may request for the purpose of examining 
all applicants for dicenses. A resident of 
the state may apply to the commissioner 
of insurance to engage in the local fire, 
casualty and surety insurance business 
provided that he must first produce a cer- 
tificate from the board of insurance exam- 
iners that he is a proper person. 

Senate 11, introduced by Rushton, adds 
a new subdivision to the Insurance Code 
providing for the regulation of automo- 
bile insurance rates. Requires all premium 
rates for every form of automobile insur- 
ance in Michigan to be reasonable, ade- 
quate, and not unfairly discriminatory, and 
gives the commissioner of insurance power 
and authority to determine reasonable and 
adequate rates and those which are not 
unfairly discriminatory. Every insurance 
company authorized to transact automo- 
bile business is required to file with the 
commissioner individually or in collabora- 
tion with others or through the agency of 
a Rate Making Bureau, its classification of 
risks and premium rates applicable thereto 
and such other statistical information a 
the commissioner may require. Withir 
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thirty days from the filing of classification 
of risks and premium rates the commis- 
sioner shall approve or disapprove said 
rating schedules. 

Any insurance company shall be author- 
ized to become a member of a rating 
bureau but no such rating bureau shall be 
established or maintained without first ob- 
taining license from the commissioner as is 
now provided for fire insurance companies 
and all such automobile rating bureaus 
shall be governed and controlled by the 
same statutory provisions as obtain in the 
case of rating bureaus for fire insurance. 
This bill has been reported favorably with 
amendments. 

Missouri 

House 590 introduced by Jones, amends 
the uniform mutual law of Missouri so as 
to bring fire insurance under its provisions. 
At the present time the mutual law gov- 
erns only mutual insurance companies 
other than life and fire. 

House 591 introduced by Jones, amends 
section 5979, Article 12, chapter 37, Revised 
Statutes of Missouri for 1929 relating to 
taxation of premiums, by providing that 
mutual insurance companies may be al- 
lowed to deduct all unabsorbed or unused 
premiums or premium deposits returned 
or credited to policyholders. Mutual cas- 
ualty companies are allowed to deduct 
dividends under another section of the in- 
surance law and this bill will permit mu- 
tual fire companies to make the same de- 
duction. 

New York 

House 344 introduced by Livingston, 
amends the workmen's compensation law 
by providing only the State Fund or a 
county, city, village, or other political sub- 
division, shall be insurance carriers under 
the law, stock corporations and mutual as- 
sociations being eliminated. A companion 
bill, Senate 53, has been introduced by 
Downing. 

Senate 1639 introduced by Wheatley, 
amends section 67-A of the insurance law 
relating to approval of premium rates for 
motor vehicles insured or bonded pursuant 
to the highway law. Provides that when- 
ever in the discretion of the superintendent 
of insurance motor vehicle liability policies 
or bonds issued pursuant to the provisions 
of the vehicle and traffic law may be ad- 
vantageously issued without the necessity 
for commissions or other acquisition cost 
in connection therewith, or at a lesser cost 
than that prevailing, he may require such 
liability insurance or surety company tc 
eliminate or reduce such commissions or 
other acquisition cost. 

North Carolina 

The General Revenue Act, Committee 
substitute House Bill 102, was passed by 
the House and amended in the Senate. 
The House refused to concur in the Sen- 
ate amendments and a conference com- 
mittee has been appointed. The tax rate 
on fire insurance companies is increased 
from 244% to 3% and the premium tax 
on workmen’s compensation is increased 
from 242% to 4%. Foreign insurance car- 
riers paying a premium tax are exempt 
from the provisions of Article IV Sched- 
ule D of the Revenue Act providing for 
taxation of income. This provision was 
also contained in the 1929 general revenue 
act. 

House Bill 1183 and Senate Bill 503 
provide for the regulation of workmen's 
compensation insurance rates. A bureau 
to be known as the Compensation Rating 
and Inspection Bureau of North Carolina 
is created, to maintain rules and regulations 
and fix premium rates for workmen's com- 
pensation insurance; to adopt means for as- 
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suring uniform and accurate audit of pay- 
rolls on compensation policies; to furnish 
upon request of any employer or to any 
member of the Bureau upon whose risk a 
compensation rate has been promulgated, 
information as to the rating ; and to provide 
for a uniform system of merit or schedule 
rating as may be approved by the Insurance 
Commissioner. The Insurance Commis- 
sioner shall require that every insurer shall 
become a member of the bureau before he 
shall issue a license to write compensation 
or liability insurance. The bill has been 
ratified after being amended. 

South Carolina 

House 299 introduced by Aycock et al., 
provides for the creation of a monopolistic 
state fund to provide compensation for in- 
juries to workmen. This bill has been 
passed in the House and reported unfa- 
vorably by a majority of the Senate Com- 
mittee. 

House 355 requires all insurance com- 
panies, domestic and foreign, doing busi- 
ness in South Carolina to pay an additional 
license fee equal to 1% on the total pre- 
miums collected in the State. An amend- 
ment was adopted exempting domestic 
companies from this additional tax and 
the bill passed the House in that form. 
Reported in Senate with amendment re- 
ducing tax to % of 1%. 

Texas 

House 233 introduced by Justiss, requires 
every foreign insurance company applying 
for certificate of authority to transact any 
kind of insurance to file with the Board 
of Insurance Commissioners a bond in a 
sum equal to 25% of its premiums col- 
lected in Texas during the preceding cal- 
endar year, as shown by its annual report. 
The bond in no case shall be less than ten 
thousand nor more than one hundred thou- 
sand dollars, and be conditioned that said 
company shall pay all its lawful obliga- 
tions to citizens of Texas. In lieu of filing 
such bonds any company may deposit se- 
curities of any kind in which it may law- 
fully invest its funds. A companion bill, 
Senate 292, has been reported favorably. 

House 360 introduced by Cox, amends 
article 4880 of the Revised Civil statutes 
of Texas so as to bring all profit sharing, 
mutual, reciprocal, underwriters and Lloyd 
companies writing fire insurance under the 
insurance commission law. Under the pres- 
ent law fire insurance rates are governed 
by the board of insurange commissioners 
who also fix the maximum rate for fire 
premiums. This bill would put mutuals 
under the same regulations. The bill has 
been reported favorably. 

Utah 

Senate 20 introduced by Musser, amends 
section 1180, title 19, Compiled Laws of 
Utah, relating to mutual plan fire insur- 
ance companies, by providing that such 
companies may fix the liability on the part 
of its members for the payment of losses 
and expenses, which liability may be a 
cash premium and in addition a contingent 
premium not less than one nor more than 
five times the cash premium expressed in 
the policy, and if such company has a 
surplus of at least $200,000, it may issue a 
policy with no contingent liability. Under 
the present law a mutual fire insurance 
company must state in its policy that lia- 
bility to assessment is unlimited. This bill 
has been signed by the Governor. 
Wisconsin 

House 275 introduced by Hilker, pro- 
vides for a state automobile insurance fund 
in competition with private carriers. 

House 395 introduced by Grove, creates 
a monopolistic state workmen’s compensa- 
tion insurance fund. No workmen’s com- 





pensation policy shall be issued by any 
company transacting business of work- 
men’s compensation insurance in Wisconsin 
for a period beyond June 30, 1932, and 
all such policies whether continuing or 
otherwise, shall be deemed cancelled as of 
June 30, 1932. 

Senate 31 introduced by Polakowski 
provides for the establishment of a state 
automobile insurance fund to provide in- 
demnity to persons injured in motor ve- 
hicle accidents. The schedule for indem- 
nity for injury or death and burial ex- 
penses shall be the same as the schedule 
of compensation under the Compensation 
act. 

Senate 50 introduced by the Judiciary 
Committee is a code revision bill and revises 
all insurance chapters except that relating 
to fraternal. Reported favorably with 
Amendment 1. 


a 


Reducing Hazards By At- 
tention To Problems 
of Maintenance 


MB vteace: interested in the reducing of 
hazards by keeping everything clean 
and ship shape around industrial plants 
will be glad to read that the second annual 
National Industrial Congress recently held 
at Cleveland emphasized the significance 
which is being attached to maintenance 
work in industry. In reporting the con- 
vention the News Letter of the LaSalle 
Extension University said, in part: 

“Several of the sessions were devoted 
exclusively to maintenance problems and 
their solution. Another indication of the 
same trend is the change in name of the 
magazine formerly called ‘Industrial Engi- 
neering’ to ‘Maintenance Engineering.’ 

“The two great functions which are car- 
ried on within industrial plants are pro- 
duction and maintenance. The field of 
production has been extensively improved 
through the careful study which has been 
given to better and more economical ways 
of getting goods produced. The result has 
been a remarkable reduction in costs of 
manufacture. Now attention is being 
given more to the work of maintenance, 
with the probability that results here may 
be just as striking in contributing to low- 
cost, efficient operations. 

“Too often maintenance is thought of 
simply as repair work. In well-organized 
modern plants it is much more than that. 
It involves the selection and installation 
of the mechanical and electrical equipment 
It includes the systematic inspection and 
servicing of this equipment in order to 
prevent breakdowns. Lighting is an im- 
portant part of its work. The movement 
of articles from one department to the 
next comes under it, as does also the in- 
spection and care of the buildings. The 
function of maintenance is now coming to 
be recognized as a broad one which has 
much to do with the successful and profita- 
ble operation of the business. 

“Definite planning in maintenance will 
bring worth-while results. Not only should 
the work be carefully analyzed and mapped 
out, but also definite incentives offered to 
the employes doing the work in order to 
stimulate their best efforts. Several com- 
panies are working effective wage-incentive 
plans which can be applied to this type of 
work. As a part of the program for im- 
provement, give special attention to main- 
tenance.’ 
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Auto Traffic Laws 


TTENTION is called in many 
editorials to the upward move- 
ment in automobile insurance rates, 
attributed to the growing number of 
injuries and deaths in traffic and the 
greater volume of claims that are 
being made upon insurance com- 
panies. In this connection it is 
pointed out that the states should give 
increased attention to the reckless and 
careless driver problem, especially to 
drivers who by reason of their acci- 
dent records can no longer obtain lia- 
bility or property damage insurance. 
Drivers’ license laws, providing for 
the examination and test of motor 
vehicle operators before they are li- 
censed, have recently passed in the 
legislatures of Oregon and Kansas, 
and increasing the number of states, 
in addition to the District of Colum- 
bia, that now have this requirement 
to fifteen. These states are New 
Hampshire, Vermont, Massachusetts, 
Rhode Island, Connecticut, New 
York, New Jersey, Pennsylvania, 
Delaware, Maryland, West Virginia, 
Kansas, Arizona, California and Ore- 
gon. 

In Louisiana many newspapers 
have joined with chambers of com- 
merce, civic and business organiza- 
tions, public officials, women’s clubs, 
and parents and teachers organiza- 
tions to induce the legislative session 
in 1932 to enact a drivers’ license 
measure with the examination and 
test feature. 


A demand for the repeal of the 
drivers’ license law of South Caro- 
lina, which became effective last Oc- 
tober, or the passage of an amend- 
ment requiring the examination and 
test of drivers before licensing, is 
voiced in that state. The South Caro- 
lina law provides for the licensing of 
drivers merely by the payment of a 
fee. Assertion is made that the law 
in effect is not a licensing of drivers, 
but an additional tax on motorists, 
and is not serving the purpose of pre- 
venting dangerous or incompetent 
persons from driving on the highways 
or having a visible effect upon the 
toll of accidents and injuries in traffic. 
The hope is expressed that the state 
legislature will adopt an effective li- 
cense measure, requiring the exami- 
nation and test of prospective drivers. 


SS 


NCREASING demand is voiced in 

the states which do not require 
the examination and test of prospec- 
tive drivers for the enactment of this 
measure. Editorial expressions for 
the enactment of such measure are 
particularly outspoken and emphatic 
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in states where the accident toll so far 
this year is ahead of that for the same 
time last year. 


Coupled with the urgency for driv- 
ers’ license laws with examination 
and test features is the advocacy of 
more effective and even handed en- 
forcement of traffic laws and regula- 
tions. It is pointed out in many edi- 
torials that the wisest traffic laws are 
ineffective and fall short of their ex- 
pected result under lax or insufficient 
enforcement. 


The deaths in traffic of 32,500 per- 
sons last year, with the injury of ap- 
proximately 962,000 persons, has 
brought a startling realization of the 
extent and serious aspect of the an- 
nual toll of the highways. 


While figures for the number of 
deaths so far in 1931 are not yet 
available, the newspapers of several 
cities indicate that the list so far is 
well ahead of that for the same period 
in 1930, and that if the present ratio 
should be maintained for the re- 
mainder of the year, the toll of 1931 
will be the heaviest in the country’s 
history. Newspapers in a few cities 
indicate that the 1931 toll in their lo- 
calities so far is almost or approxi- 
mately twice that for the same period 
in 1930. 


Two bright spots stand out in the 
accident situation so far this year as 
compared with last year. The number 
of deaths and injuries to school chil- 
dren is continuing on a steady decline 
as compared with other years prior to 
1930, and also, there are fewer acci- 
dents and fatalities at railway grade 
crossings. The number of grade 
crossing fatalities in 1930, as com- 
pared with 1929, showed a decline of 
18.7 percent, and in a year when total 
traffic fatalities increased over the 
previous year by 4.1 percent, and 
traffic deaths other than at grade 
crossings increased by 6.1 percent. 


This decline is attributed to greater 
care on the part of motorists in driving 
in the danger zones of grade cross- 
ings, and to the continued efforts of 
railroad executives to eliminate haz- 
ardous crossings by the construction 
of separations, or the installation of 
more effective warning signals and 
devices. 


From The New York 
Commissioner's Office 


EORGE S. VAN SCHAICK, 
Superintendent of Insurance, 
has submitted to the Civil Service 
Commission for provisional appoint- 
ment the name of Richard A. Bren- 
nan of 1803 Beverley Road, Brook- 
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lyn, N. Y., to be Chief of the Liqui- 
dation Bureau of the Department of 
Insurance. The vacancy was caused 
by the resignation of Clarence C. 
Fowler, who retired on March Ist, 
1931, to become a member of the firm 
of Cabell, Ignatius & Lown, of New 
York. 

Mr. Brennan is 34 years of age, 
and was born in New York City. He 
is a world war veteran, having served 
for a year and a half overseas with 
the field artillery. For seven and a 
half years, he was with the Guaranty 
Trust Company of New York. On 
October 1, 1925, he went with the 
Banking Department of the State of 
New York as an examiner. Three 
years ago, he became Special Deputy 
Superintendent of Banks in charge of 
various liquidations. He has been in 
charge of the liquidation of the Chel- 
sea Bank & Trust Company, the 
World Exchange Bank, and other 
banks taken over by the Banking 
Department. 

Mr. Brennan has shown unusual 
ability in the liquidation field. 


DODD 
As of April 8th the following com- 
munication issued from the New 


York Commissioner’s office: 
“To All Authorized Life Insurance 

Companies : 

Re: Advance Announcement of 

Dividends to Policyholders 

“In this Department’s circular let- 
ter of January 10, 1930, it was held 
that any advance announcements of 
dividends must be made within two 
months of the date when the first 
dividend is payable, to which the an- 
nouncement refers. It is possible that 
due to existing business conditions 
some life companies may find it ad- 
visable to adopt a lower dividend 
scale for 1932. In order to prevent 
a large volume of business being 
written upon dividend representations 
and estimates which cannot be ful- 
filled, I am of the opinion that if a 
company contemplates a reduction in 
dividends for 1932, it should not only 
be permitted but required to announce 
the change at the earliest possible 
date. This appears only fair to the 
insuring public. In order to place all 
companies upon an equality, I am rul- 
ing that the early announcement in 
such cases is mandatory and not 
merely permissive. 

“Each company should notify this 
Department of any action by its 
Board of Directors resulting in any 
material change in the dividend for- 
mula and in addition furnish a copy 
of any statement or recommendation 
of the actuary or other executive offi- 
cer with respect to such change in 
dividends,” 
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Stationary Population 
(Continued from Page 26) 


In the future less building will be 
necessary to meet needs of increases 
in population. There will also be less 
business uncertainty. Consequently, 
in so far as excess construction and 
business uncertainty help to cause 
economic depression and cyclical un- 
employment, we may expect a reduc- 
tion in unemployment fluctuation in 
the future. This greater regularity of 
employment will in turn steady con- 
sumer demand. 

The problem of the business man 
of tomorrow is to meet these changes 
in consumer demand. Industries 
which are greatly over-capacitated, 
such as agriculture, the motor indus- 
try, the shoe industry, etc., will have 
to shrink their capital investment. 
Large corporations will no longer ac- 
cumulate great surpluses as at present, 
but will distribute nearly all their 
earnings as dividends and thus leave 
to the individual investor the problem 
of directing the flow of capital. Pub- 
lic utilities will have to exercise care 
so as to avoid overbuilding. The pro- 
posed development of an_ internal 
waterway system becomes question- 
able in light of the fact that demand 
for transportation facilities will not 
increase sharply in the future. In 
short, any business man, whether pro- 
ducer or distributor, who fails to 
gauge the changes in future consumer 
demand will find himself strangled by 
intensified competition. 


— 
Sa 


HETHER the approach of a 

stationary state of population 
will be marked by a widespread in- 
crease in economic prosperity de- 
pends upon the manner in which our 
business leaders meet the problems I 
have described. A rapid slackening 
in population growth will increase the 
possibility of both overproduction and 
underconsumption. For in a station- 
ary population it is much easier to 
overbuild plants than in a growing 
population. Overbuilt plants spell 
either cut-throat competition or a 
waste of capital, each of which makes 
for unemployment. Furthermore, if 
American industry fails to absorb the 
older workers, the proportion of un- 
employed will be vastly increased. If 
unemployment is increased, payrolls 
will shrink and prosperity will be 
smothered in the fog of depression, 
from which, in the absence of new 
population growth, rescue will be 
difficult. As evidence one needs only 
to point to the decade of depression 
in Great Britain, which is caused 
largely by failure to adjust to changes 
in population growth. 
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There is only one way out of this 
morass of possible economic depres- 
sion. American economic life must 
be reorganized on a nation-wide basis. 
Rugged individualism must give way 
to national planning, either through 
the aid of the government or through 
increased cooperation among trades 
associations, chambers of commerce, 
industrial institutes, and similar or- 
ganizations. Producers in given in- 
dustrial fields must form combinations 
to facilitate an accurate forecast of 
the size of the market for their goods 
and an adjustment of the capacity of 
industry to the capacity of the mar- 
ket. Employers must cooperate with 
a Federal Labor Board if they are to 
use effectively the increased number 
of older workers. Ultimate solution 
of these production and labor prob- 
lems will almost necessarily lead to a 
revision of our archaic anti-trust laws 
which are designed to promote a com- 
petition, largely wasteful in nature. 


A satisfied people will never suc- 
cumb to the ideology of Communism. 
Only the hungry and those who pity 
the hungry seek economic change. 
Capitalism’s protection against Com- 
munism lies not in butchering agita- 
tors or in having Fish Committees 
scour the minds of Legionnaires and 
patriotic schoolmen, but rather in in- 
creasing the real income and security 
of the lower classes. If Communism 
can offer to the Russian people an 
average income greater than the aver- 
age income of the lowest-paid 60 per 
cent of our population, Capitalism 
will inevitably succumb. Possibly, 
therefore, the answer to whether or 
not Capitalism will persist depends 
upon the manner in which our busi- 
ness leadership meets the acid test of 
a stationary population. 


I have shown that ‘the Malthusian 
Devil has been thoroughly chained 
up. I have suggested that chaining 
this Devil ought to unleash Unparal- 
leled Prosperity. On the contrary, 
failure to meet the new set of condi- 
tions will simply aggravate Depres- 
sion, and pave the way for the intro- 
duction of a communistic form of 
economic organization. With those 
who now contro! American enterprise 
lies the future. 


Latest Efficiency Wrinkle 

Gentleman (at police station) —“Could 
I see the man who was arrested for rob- 
bing our house last night?” 

Desk Sergeant—“This is very irregular. 
Why do you want to see him?” 

Gentleman—‘“I don’t mind telling you. 
I only want to ask him how he got in the 
house without awakening my wife.”— 
Harvard Lampoon. 





Mutual Advertising 
Exhibit 

HE Executive Committee of the 

National Association of Mutual 
Insurance Companies has inaugurated 
a plan to have an advertising exhibit 
at the forthcoming annual convention 
to be held in Chicago. President 
Mason has appointed a committee 
consisting of M. P. Luthy, Lumber- 
mens Mutual Casualty Company of 
Chicago, chairman, J. J. Fitzgerald, 
Grain Dealers National Mutual Fire 
Insurance Company of Indianapolis, 
and W. E. Straub, Farmers Mutual 
Insurance Company of Nebraska, to 
arrange the details of the exhibit. 
Awards will be made for the best en- 
tries from member. companies of 
direct-by-mail advertising among both 
the farm mutuals and the general 
writing mutuals. Company publica- 
tions can also be entered. 

The committee will announce the 

classifications for entries at an early 
date. 


Putting On Airs 

Angry Customer in Restaurant—‘Hey, I 
found a tack in this doughnut ?” 

Walter—“‘Why, the ambitious thing! It 
must think it’s a tire!” 

—The Open Road. 
Presented at Court 

“T have a new cook coming on Monday.” 

“Oh, my dear, how exciting! What are 
you going to wear ?”—Punch. 

Knew the Price 

“Ts this a free translation?” asked a cus- 
tomer in a bookship. 

“No, sir,” replied the clerk; “it will cost 
you $2.”—Christian Evangelist. 

Poultry Item 

First Guest (at country roadhouse)— 
“Charming place this is—seen the old 
wing ?” 

Second Guest — “Oh, yes, had it for 
lunch.’—The Passing Show (London). 

Busy Magnate (testily)—“Dont you re- 
alize that my time is valuable? State what 
you want. Be short.” 

Spendthrift Son (rising to the occasion) 
—“T do. I will. I am.”—The Pathfinder. 

She—‘“What happened to you? Were 
you in an accident?” 

He—“No! I was being shaved by a 
lady barber when a mouse ran across the 
floor.”"—Stevens Stone Mill. 

Where the Nickels Go 
Scene—Sunday morning in a drug-store: 
“Can you give me change for a dime, 

please ?” 

Druggist—‘“Certainly and I hope you en- 
joy the sermon.”—Christian Advocate. 

“T have only one request to make,” 
roaned the colored man, who had come to 
work in the harvest. 

“What is that, Mr. 
the farmer. 

“Please let me stay in bed long enough 
for the lamp chimney to cool off.” 

—The Open Road. 

Compiling a Directory—“But, lady,” a 
marriage license clerk explained to a movie 
actress applicant, “the law compels me to 
record all previous marriages before I 
issue a license.” 

“Great guns!” exclaimed her prospective 
husband. “And I’ve got a taxi waiting!” 

—Saturday Evening Post. 


Smart?” returned 
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Compensation Rate Hear- 
ing Soon to Be Held 
in Kansas 


ROPOSED increases in rates for 

workmen’s compensation insur- 
ance in Kansas are soon to be the 
subject of a hearing, according to an 
announcement by Charles F. Hobbs, 
the Insurance Commissioner of that 
state. 


Companies which recently filed a 
new schedule asking for increases 
aggregating fourteen per cent have 
been requested to supply additional 
information. The Commissioner de- 
layed the hearing in order to observe 
what the legislature might do on com- 
pensation matters. That body finally 
raised the amount that may be 
charged for medical and hospital ex- 
pense to five hundred dollars and also 
provided for a healing period on 
scheduled injuries. These changes 
will have a tendency to affect the 
rates for compensation, but how much 
has not been calculated by the com- 
pensation bureau. Eighty per cent of 
the claims are for less than the two 
hundred dollars allowed under the 
former law and the increased medical 
fee applies to something less than 
twenty per cent of the total number 
of compensation claims. Also the 
healing period allowance will influ- 
ence the rates somewhat since it has 
not been in effect when the new law 
was enacted. ; 


Employers are expected to wage a 
vigorous fight against the proposed 
increases. 

QO 


Sears Roebuck To Insure 
Autos In Rural Com- 


munities 


ONSIDERABLE agitation has 

4 resulted, especially in stock com- 
pany circles, from the announcement 
that Sears Roebuck is to enter the 
insurance business. 

In brief the big mail order com- 
pany is planning to insure automo- 
biles against fire, theft, property dam- 
age, liability, and collisions. The com- 
pany, which is to be called the All- 
State Insurance Corporation, will not 
issue policies on commercial vehicles 
nor deal with coverage of fleets of 
trucks, but have for its primary object 
the protection of the individual auto- 
mobile owner. Accident and burglary 
insurance is included in the All-State 
charter, but these lines will not be 
written at present. 

QOa> 
DVERTISING is to be done by 
direct mailing to the company’s 
list of customers and the various 
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Sears Roebuck retail stores will not 
write policies. Adjustments are, 
whenever possible, to be made locally. 


According to Col. G. E. Humphrey, 
assistant to R. E. Wood, president of 
the mail order concern, the new en- 
terprise is being established to serve 
a large section of the rural communi- 
ties of the nation which has not had 
adequate opportunity to secure auto- 
mobile coverage. It will not be neces- 
sary that an auto-owner be a customer 
of the company, to make him eligible 
to be a policy holder. 


The company is to be a stock or- 
ganization directed by Carl L. Odell, 
a Chicago man who has had seven- 
teen years experience in various 
branches of the insurance business. 


SSE 


Retaliatory Decision 


(Continued from Page 2) 


the amount of the tax actually imposed 
and that, as the state of California im- 
poses a tax amounting to 2.60 per cent of 
gross premiums upon Washington insur- 
ance companies doing business in Califor- 
nia, it is the duty of the insurance com- 
missioner of this state to impose a tax of 
2.60 per cent of the gross premiums re- 
ceived by California companies doing busi- 
ness in Washington. It is also argued that, 
as the law of this state provides a penalty 
of twenty-five dollars per day for each 
day an insurance company is in default in 
paying its tax, the insurance commissioner 
cannot establish any rule by which re- 
spondent, or any insurance company simi- 
larly situated may pay its tax at any date 
later than that provided by our law for the 
payment thereof. 


Assuming, without deciding, that such 
is the case, it is our opinion that such a 
situation as is here presented calls, in the 
first instance, for the determination by 
the insurance commissioner of a question 
of fact, to-wit, whether or not, under the 
law of the state of the domicile of the 
insurance company, the amount of whose 
tax in this state is being determined, a 
Washington insurance company doing busi- 
ness in that state would be required to pay 
a greater tax than the insurance company 
in question is required to pay under our 
law. In deciding this question, the insur- 
ance commissioner should take into con- 
sideration, in connection with other perti- 
nent facts, the time fixed for the payment 
of the tax, and if, as in the case at bar, 
it appears that the taxpaying date is later 
than that fixed by our statute, that fact 
should be considered in deciding whether 
or not the tax imposed by the sister state 
is, in fact, more onerous than that imposed 
by our insurance act. If, after such an 
estimate of the situation, the insurance 
commissioner is of the opinion that a com- 
parison of the two laws demonstrates that 
a Washington insurance company is in fact 
discriminated against, the retaliatory stat- 
ute may be applied. 


Such statutes are proper and, indeed 
necessary, but should be invoked only in 
cases where the inequitable discrimination 
is clearly established; otherwise, the insur- 
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ance commissioner of the state against 
which the law is brought into operation 
will in turn apply the retaliatory law which 
is undoubtedly at his disposal, and an 
unreasonable and unjust system of mutual 
retaliation may be commenced, which will 
do no good to anyone, and result in much 
harm to legitimate business. 

The purpose of these laws is to equalize 
the amount of taxes which are required to 
be paid under different state laws, and not 
to require the establishment of an equal 
rate of taxation, or to insist upon the pay- 
ment of additional amounts as penalties. 
Life & Casualty Ins. Co. v. Coleman, 25 
S. W. (2d) (Ky. App.) 748; Couch’s Cy- 
clopedia of Insurance Law, vol. I, p. 580; 
32 C. J. 991. The Circuit Court of Ap- 
peals for the eighth circuit, in the case of 
Cochrane v. Bankers’ Life Co., 30 Fed. 
(2d) 918, in considering a somewhat simi- 
lar question, said: 

“In demanding a 2% per cent on the 
level premiums and 2 per cent on the as- 
sessment premiums, the commissioner re- 
taliates beyond the point of equalization, 
and therefore beyond the authority given 
him by the Colorado retaliatory statute.” 

This quotation is equally applicable to 
the argument herein advanced on behalf of 
the insurance commissioner. 

It is, of course, evident that insurance 
companies derive their revenue from the 
use of the money paid to them by way of 
premiums for insurance which they have 
written. The use of this money is valuable 
and the fact that, under the California 
law, insurance companies coming within 
its scope have for a longer period the use 
of the money required to pay the tax than 
such companies do under our law, should 
be taken into consideration, in deciding 
whether or not our retaliatory statute 
should be applied. 

For the reasons assigned, the trial court 
did not err in overruling appellant’s de- 
murrer to respondent's complaint, and in 
entering judgment in respondent’s favor. 

Judgment affirmed. 

Tolman, C. J., Fullerton, Millard, and 
Beeler, J. J., concur. 


SS 


Coolidge Writes Policy 
‘for Millions On 
Chrysler's Life 


Insurance publications have been 
playing up for the past few weeks an 
item to the effect that ex-President 
Coolidge has written a policy for 
$3,000,000, or perhaps $12,000,000, 
on the life of Walter P. Chrysler. 


Very few details are given beyond 
the mention of the prominence of the 
two contracting parties. And the fact 
has been kept very dark that the com- 
pany handling the risk is of the mu- 
tual type. 


Eliza—“Ah hear youall’s left yo’ hus- 
band, Mandy. Is it true?” 

Mandy—“It sure is, Eliza. Dat nigger 
was so shiftless he couldn't find enough 
washin’ to keep me busy.” —Life. 


Mother—“I think you'd be happier, Do- 
reen, if you married a man with less 
money.” 

Doreen—“Don’t worry, Mother; Gerald 
will soon have less.”—Humorist. 





32 


— 


JOURNAL OF AMERICAN INSURANCE 








——— 





70 Ge pe os ce 





Home Office Building 


. . » The Hardware Mutual Casualty Company is licensed in every 
state in the United States, with the exception of Nevada, where 
application for license has not been filed. 


. . . Nation-wide claim service is carried out by 18 branch offices, 
and over 3,000 attorneys and adjusters located in every county and 
in every large city in the United States. 


. . « Over 70,000 policyholders enjoy the advantages of this coast- 


to-coast service. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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TWIN MUTUALS 


GENERAL FIRE 

AUTOMOBILE FIRE 

THEFT AND COLLISION 
GENERAL LIABILITY 
AUTOMOBILE LIABILITY 
WORKMEN’S COMPENSATION 


Twin Mutual Fire Ins. Co. 
Twin Mutual Liability Ins. Co. 


A. SHIRLEY LADD, Secretary 
211 Congress Street, Boston, Mass. 


Twin Mutuals Have Always Paid Dividends 
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Chiotter Strange Biro in The. Sky / 


CT WENTY-EIGHT years ago, on De- 

cember 17, 1903, Orville and 
Wilbur Wright succeeded in getting 
their plane into the air under its own 
power for what was man’s first flight 
in a power driven, heavier-than-air 
craft. That seems like a long time 
ago because so much has taken place 
in the aviation industry since that 
first memorable flight. 


From that first fragile biplane 
structure having a motor of approxi- 
mately sixteen horse-power has been 
developed huge monsters of the air 
having motors of thousands of horse- 
power and carrying hundreds of 
passengers. 


Today there is even an aeroplane 
without wings—the Autogiro. Such 
is progress. 

Even before the first flight made 
by Orville and Wilbur Wright the 
Federal Hardware & Implement 
Mutuals were serving the insuring 


AUTOGIROS ARE NOW A FAMILIAR SIGHT FLYING OVER NEW 











CHARACTERISTICS 


The Autogiro differs bancally from all other heavier- 
than-air craft in the source of its lifting capacity. This 
lift is given primarily by four rotating blades which 
take the place of the familiar wings of an airplane. 
There is no time when this supporting rotation of the 
blades can be stopped while the machine is in the air, 
as their motion is produced solely by wind pressure 
caused by the movement of the Autogiro in any direc 
tion, climbing, level flight, gliding or descending verti 
cally. The supporting rotation of the blades is entirely 
independent of the engine, whose sole function is to 
propel the Autogiro. 

The Autogiro presents flying characteristics hitherto 
impossible. It can take off at low speed after a very 
short run, and immediately assume a steep<limbing 
angle. It can fy well over 100 miles per hour or as 
slowly as 20 miles per hour. It can be brought momen 
tarily to a standstill and hover. It can bank and turn 
slowly without fear of loss of forward speed. It can 
glide or descend vertically at a speed less than that 
of a man descending in a parachute, and with virtu 
ally no forward speed even with a dead engine. Above 
all, iacan not fall off into a spin from a stall. Asa 
result, little operating skill is required. 
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public. Like those pioneers of avia- 
tion, who were fearless in carrying 
out their convictions, a group of 
merchants decided to organize their 
own insurance company because they 
knew they were paying too much 
for their protection. From that very 
meager beginning has developed one 
of the outstanding insurance organ- 
izations of this country. 


From coast to coast—from the 
Gulf of Mexico to Alaska—that is 
the far reaching service rendered by 


the Federal Mutuals. 


More than $36,000,000.00 have 
already been returned to policyhold- 
ers as a direct saving in cost. More 
than $28,000,000.00 have been paid 


in losses. 


The Federal Mutuals point with 
pride to their own achievements and 
are glad that they have “grown up” 
with the aviation industry. 


YORK AND OTHER EASTERN CITIES 





Fe ederal Hardware & Implement Mutuals 











Retail Hardware Mutual Fre Ins.Co. 


OF MINNEAPOLIS, MINNE SOTA 





Hardware Dealers Mutual Fire Ins.Co. 


OF STEVENS POINT.WISCONSIN 


Minnesota Implement Mutual Fire Ins.Co. 


OF OWATONNA. MINNE SOT 
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Offering A Complete 


Service for Casualty 


Insurance Buyers 


| c) OMPLETE coverage in all the major Casualty lines is avail- 
( ie , able to insurance buyers through the “L-M-C”. The broad 
facilities of this multiple-line mutual company make it pos- 

sible to obtain a uniformly high standard of Protection and Service 
in Automobile, Workmen’s Compensation, Burglary, Plate Glass, 
Liability and Personal Accident insurance. and Fidelity Bonds, 
coupled with the convenience and efficiency of dealing with a single 


organization. 


With its strong financial structure — cash assets exceed $15,000,- 
000, including net cash surplus over $2,100,000 —its far-flung 
service organization — 42 branch offices and hundreds of claim rep- 
resentatives strategically located throughout the United States and 
Canada — and its nineteen year record of substantial annual savings 
on insurance cost — $10,000,000 returned to policyholders in divi- 
dends since organization — the ““L-M-C”’ offers distinct advantages 


that are every year winning thousands of insurance buyers to the 





ranks of its more than 200,000 policyholder-owners. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


James S. Kemper, President 


Mutual Insurance Building Chicago, U.S. A. 


Associate Company under “L-M-C” Management 


AMERICAN MOTORISTS INSURANCE COMPANY 











